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Current Financial Opinion 


NE big railroad man is quoted as 
saying that the Supreme Court 
decision in the Minnesota rate 

case was the “worst blow the railroads 
have received in ten years,” while another 
was said to be “jubilant over the de- 
cision.” 

This illustrates the wide scope for dif- 
ference of opinion in estimating the 
results of this famous case, which has 
been dragging along in the courts since 
1907. These differences are in great 
part due to whether the observer is con- 
fining himself to the immediate and 
present results of the decision, or taking 
a long look into the future. 

The main principles laid down by the 
court may be summarized as follows: 

(1) A State, in regulating rates be- 
tween points within its own boundaries, 
cannot reduce such rates to a point that 
would prevent a reasonable return on the 
railroad’s investment. That is, the rates 
must not be “confiscatory.” Specifically, 
in the Minnesota case the Court decided 
that the prescribed rates would be con- 
fiscatory as affecting the Minneapolis & 
St. Louis Ry. The other two roads in- 
volved in this case were held not to have 
shown, as yet, that the prescribed rates 
would be confiscatory. 

(2) To quote from the decision, to 
hold that the rate-making power of the 


State “may be exercised only in prescrib- 
ing rates that are on an equal or higher 
basis than those that are fixed by the car- 
rier for interstate transportation, is to 
maintain the power in name while deny- 
ing it in fact. If this authority of the 
State be restricted, it must be by the para- 
mount power of Congress.” Congress 
has the constitutional authority to pass 
laws in regard to intrastate rates that 
interfere indirectly with interstate rates, 
but has not as yet passed these laws. 
Therefore the validity of the Minnesota 
State law was affirmed. 


What Will Happen 
Right Now? 
AS to prospects for the immediate 
future, opinions are generally pes- 
simistic. Financial America, for exam- 
ple, thinks the decision still leaves pretty 
much the whole question up in the air: 


Fourteen months were required for the 
court of last resort to reach a conclusion, 
which, in its final analysis, is elementary and 
fundamental. The Constitution places the 
regulation of interstate commerce under the 
exclusive jurisdiction of Congress and reserves 
to the states all authority or power of specif- 
ically conferred upon the federal government. 
This latter includes the right to make laws, 
reasonable in their provisions, upon everything 
or anything within the territorial limitations 
of each state. Enunciating these two elemen- 
tary propositions of Constitutional law is, 
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HIT AGAIN! 


Stocks Once More Prostrated by a New Blow. 
—N. Y. Sun. 


practically, all that the Supreme Court has 
done in this instance. 

It escaped the obligation of passing upon 
the issue that the rates complained of im- 
posed a burden upon interstate commerce and 
were in themselves discriminative against in- 
terstate localities—the real issue as presented 
in the lower court and before the master, and 
passed upon by him and Judge Sanborn with 
particularity and emphasis—by simply reiterat- 
ing a fundamental truth and giving it a new 
application. It was the safest recourse for the 
court in one regard: all the judges could 
agree; and it was eminently shrewd in an- 
other: a conflict over the issue of state rights 
would be averted. 

Dual control—state and federal—is more 
closely riveted upon the railroads of this coun- 
try now than ever under this decision. This 
must continue until Congress acts, and no one 
may predict when or in what manner that 
activity will be asserted. It may lead to a 
new railroad policy for the nation—a complete 
mastery of the business of transportation by 
the government; and it is quite conceivable 
that such an outcome would relieve the rail- 
roads of much that at present disturbs and 
harasses them. Extensive as has been the au- 
thority of the states heretofore, the ruling in 
the Minnesota freight rate case embodies pos- 
sibilities for its enlargement against the car- 
riers—an opportunity which may not be ig- 
nored by the demagogic politician and profes- 
sional railroad-baiter. 


That Five Per Cent 
Rate Advance. 
THE hoped-for increase of five per cent. 
in railroad rates, now under consid- 


eration by the Interstate Commerce Com- 
mission, is threatened by the decision, in 
the opinion of the Journal of Commerce: 


That there is good ground for fears in this 
direction is evident from the fact that out 
of the total of fifteen states embraced in of- 
ficial classification territory, or what is better 
known as the Eastern district, there are ten 
states which already have on their statute 
books laws creating public utilities, or serv- 
ice, or warehouse commissions vested with 
power to regulate rates on shipments of 
freight or railroads within their own borders. 

The Eastern transportation interests are, 
therefore, much concerned over the possibility 
that even though they should win the permis- 
sion of the Interstate Commerce Commission 
to the proposed 5 per cent. rate advance, any 
one or all of the said state railroad regulating 
committees might arise and determine that 
the advance was unreasonable on freight or 
commerce originating within their own bor- 
ders and thus frustrate practically all of the 
plans which have been so carefully formulated 
by the roads. 


What the Commerce 
Commission Thinks. 
WE could hardly expect the Interstate 
Commerce Commission to be 
pleased with a court decision which prac- 
tically results in limiting the powers 
which the commission might exercise. 
Its views are thus quoted by the Evening 
Post: 


The problem of regulating railroad rates, 
however, is rendered more complex and per- 
plexing by the findings of the court, in the 
opinion of officials of the Interstate Commerce 
Commission. The holding of the Supreme 
Court, in effect, is that states not only have 
the authority to fix interstate rates, but that 
even though these rates affect interstate rates, 
they are valid unless shown to be confiscatory. 

Thus, it is pointed out, the lines of demarca- 
tion drawn by the Commission between intra- 
state and interstate rates is practically elim- 
inated. As Commission officials view the 
matter, the net result of the court’s decision 
will be to stimulate rate-making and _ rate 
reduction by every State Railroad Commis- 
sion or Legislature in the country. 


They Are Feeling 
Very Blue. 

OST of the railroad men were dis- 
appointed over the decision. The 
president of a big Eastern road said the 
Court had dodged the real issues and 
that little besides further litigation would 
result. “We have not much confidence 
in Congressional action,” said another. 
A third declared that even the Minne- 
apolis & St. Louis would get scarcely any 
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benefit from the decision, as it would 
have to reduce rates to meet its com- 
petitors. 

The president of a large Wall street 
bank says that federal incorporation 
offers the only real solution of the prob- 
lem, but this would meet with violent 
opposition, especially from labor leaders. 
Cornelius Vanderbilt said that the deci- 
sion “would ultimately prove beneficial to 
the railroads,” but in the meantime: 


The Government, State and Federal, must 
permit an increase in freight rates before the 
crop moving begins in the fall. Otherwise, I 
fear that much of the business which may be 
offered to the railroads may not be accepted, 
as the roads are not going to tax their ca- 
pacity in order to move freight at a loss. 


President Pennington, of the Soo 
Line, said, “We cannot make any money 
on a 2cent passenger basis. Our train 
to Duluth and other trains will operate 
at a loss.” 


Has the Cloud a 

Silver Lining? 
OTHERS, however, took the position 

that, although temporarily dis- 

couraging, good results in the future 
could be hoped for and a more definite 
and certain outlook for railroad invest- 
ments. L. F. Loree, president of the 
Lelaware & Hudson, said: 


The Supreme Court points out that the au- 
thority of the United States may be made as 
complete in rail transportation as it now is in 
water transportation. Practically no rate can 
be made by State Commissions that does not 
directly affect existing interstate rates. The 
opinion of the court should give the railroads 
a means amply to protect the structure of 
their rates if they elect to maintain those au- 
thorized by the Interstate Commerce Com- 
mission and resist all interference with them 
by state commissions. If this policy is con- 
sistently pursued, it should eliminate the 
states from the field of rate making as fully 
as they are now eliminated from control of 
water navigation. 


Newman Erb saw it this way: 


The Supreme Court plainly declines to be 
put in the position of an arbiter of the reason- 
ableness of rates. The Court points out that 
the Interstate Commerce Commission should 
pass on questions of reasonableness, leaving 
an appeal to the courts open to either the 
states or the carriers. The Minnesota roads 
should not have accepted any reductions in 
their rates, but should at once have asked the 
commission to review them. We consider the 
outcome of these cases extremely satisfactory. 
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The Effect on 
the Investor. 


THE stock market promptly registered 

its views as to the effect the de- 
cision would have on the value of stocks 
to the investor. Yet some commentators 
are able at least to whistle to keep up 
their own courage and that of their 
readers. Says the Wall Street Journal: 


Two important points seem clear. The first 
of these is that there is a way whereby the 
railroad stockholder may at least exchange 
forty-eight tyrants for one. He can, if the 
Washington politicians are willing, awaken 
what the decision calls “dormant” powers of 
Congress, and reduce the power of state com- 
missions to reasonable and defined propor- 
tions. 

All this is in the future, and can be of no 
instant importance, although its ultimate ef- 
fect upon values to the railroad investor is of 
great consequence. But the second point is 
of immediate value, as bearing upon the ques- 
tion of the physical valuation of railroads. It 
appears that in estimating the value of the 
permanent way and other real estate holdings, 
the “railway value” of the road’s real estate 
cannot be considered. The valuation is to be 
made upon the basis of other lands in the 
vicinity, having a similar character. 

As to improvements, such as _ roadbed, 














SQUEEZING THE LITTLE FELLOW. 
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bridges, etc., it appears that the value is to be 
on a basis of cost of reproduction, new, with 
proper allowance for depreciation. These im- 
provements are to be placed beside others built 
new today, and their value is fixed by how 
much less they are worth. , 

And the Times, in a thoughtful edi- 
torial article, comes to the following 


conclusion: 


Undoubtedly the time is past when very 
high returns from railroad investments can 
be hoped for. The setting up of machinery 
for careful regulation and the establishing of 
the principle of reasonableness in rates have 
practically done away with great speculative 
opportunities in such investments. It would 
be sheer blindness to ignore the offsetting ad- 
vantage of greater security. Immune from 
confiscatory rate-making, protected against 
the demands of shippers for favors and re- 
bates, delivered from the free-pass burden, 
and brought altogether within the domain of 
the law, the railroads have acquired a sta- 
bility of rights and of position that in the 
long run will be found to be worth a great 
part of the privileges and immunities they 
have lost. 

















IF THIS DOESN’T UNITE THE REPUBLICAN 
BOYS, NOTHING WILL. 


—Minneapolis Journal. 


The “Taft Smile” 
Once More. 
X-PRESIDENT TAFT, from the 
serene seclusion of his New Haven 
professorship, contemplates the plight of 
the railroads philosophically and judi- 
cially, and preaches a gospel of amiability 
and good cheer. The Sun thus quotes 
him: 
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“The result of the main issue is a great 
victory in principle for the national control of 
interstate commerce and the possession by 
Congress of the right to use every appropriate 
means to render that control effective and 
uniform, even where the means may include 
an investigation and restriction under Con- 
gressional authority of state fixed rates on 
state business. 

“The only recourse of the interstate rail- 
roads which have complaints of this kind, 
therefore, is to Congress for new legislation.” 


Wake Up, Mr. 

Stockholder! 
FLloyD W. MUNDY, an authority on 

railroad securities, takes up the 

cudgels for the railroads, declaring that 
demagogy and misrepresentation having 
been largely instrumental in smashing 
security prices on the assumption that 
the railroads are heavily overcapitalized, 
with stock representing water for the 
most part, it is high time that security 
holders themselves get together and or- 
ganize to obtain all the facts at first hand 
from the managers of the properties 
themselves. He quotes the following 
from “the president of one of the largest 
transportation companies in the United 
States” : 

“There must be hundreds of thousands of 
bondholders and stockholders of our railroads 
who are vitally interested in the successful 
operation of their properties, and yet who are 
absolutely silent and passive while laws are 
being enacted that depreciate the value of 
their securities and will eventually render 
them almost valueless, unless something is 
done to check the tide of adverse legislation 
and unintelligent regulation. 

“The railroad officials are doing their ut- 
most in this direction. As a matter of fact, 
the time of these officials is being monopol- 
ized in appearing before commissions and leg- 
islative bodies to prevent rate reductions, or 
the adoption of rules and regulations which 
add materially to the expenses of the roads 
and nothing to their efficiency or safety. 

“In all this work they have had but very 
little help or co-operation on the part of those 
most directly interested—the owners of the 
properties.” 


The Arch-Pessimist 
Relieves His Feelings. 
FOR consistent pessimism President 
Ripley, of the Atchison, is the para- 
gon. And most strangely, too, since he 
has one of the best, if not the best, rail- 
road system in the United States, a rail- 
road that is always making money, 
friends and a bigger reputation. In the 
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language of the man on the street, Mr. 
Ripley, of all the railroad men of the 
country, “has no kick coming.” It must 
therefore be an unadulterated case of 
vicarious suffering, for it should be point- 
ed out he wails for the other roads more 
directly than for his own. The New 
York Times Annalist says he recently 
relieved his mind in a short pause at 
Santa Barbara as follows: 

“The people are no more capable of making 
their laws than their shoes. Efforts to cure 
all evil by legislation have resulted in a sorry 
mass of half-baked, bodly digested laws. Cali- 
fornia has the worst state government in the 
Union. I was a Wilson man, but am far from 
being satisfied with results of the Adminis- 
tration. The Appropriation bill, with its 
clause preventing prosecution of farmers and 
labor organizations for violations of the anti- 
trust law, is an outrage. As to tariff reduc- 
tions and the income tax, I have no fault to 
find. The investigations by Congress I re- 
gard as largely humbug. The government 
cannot legislate differences between labor and 
capital. The theory of direct legislation is 
wrong. Only a fraction of citizens vote, and 
only a fraction of those who do vote under- 
stand what they are voting on.” 

And it is probably true, the Annalist 
goes on to remark, that Mr. Ripley said 
it. Any reporter who has interviewed 
him twice knows what he will say. Mr. 
Ripley added that all signs pointed to 
large crops, and that if nothing happened 
between now and harvest time there 
would be a great volume of business. 

And that is probably true, too. Signs 
will sometimes point to big crops, and 
people will then go on doing a great deal 
of business whether railroad presidents 
like the Government or not. 


Mr. Hill Undisturbed— 
Mr. Vail an Optimist. 
R. HILL, for another, is not at all 
disturbed over the outlook and 
general conditions. In a New York in- 
terview he says: . 


“When a country can produce $10,000,000,- 
000 worth of products from the ground, a cre- 
ation of wealth from elemental conditions, 
there is not much cause to worry. The gen- 
eral promise in the northwest is good, al- 
though it is too early to make any definite pre- 
diction as to harvest. There are many 
things that might happen between six inches 
of grain and the half bushel measure. The 
cool weather in the Northwest has done no 
harm. Generally it has been favorable.” 


In commenting on the trend of agri- 
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culture in the Northwest, Mr. Hill re- 
marked that farmers had planted as 
much wheat as usual, but that they were 
turning also to the other grains. More 
livestock will be raised this year, with 
production of hogs predominating. 

Mr. Vail, head of the American Tele- 
phone and Telegraph Company, whose 
views are certainly worthy of very care- 
ful consideration, looks ahead a bit and 
sees these prospects : 


“People tell me that the money markets are 
under close sail and that the money pilots 
have cautioned against stormy times ahead. 
This is the very best guarantee in the world 
that we shall not have them. 

“Every bit of development work, every new 
enterprise which it has been physically possi- 
ble to hold back, has been stopped or not 
initiated. 

“We have slowed down so far that when 
activity starts in again, say in another year 
or two years, in a big way, we shall probably 
be so cramped for railroad and industrial fa- 
cilities that the problem of handling the vol- 
ume of business pressing for transaction will 
choke our arteries of commerce and flood our 
mills and factories to a point making’ economy 
of operation exceedingly difficult.” 

















THE WORLD IS OVERLOADED AND OVERARMED. 


—London Economist, 
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A LITTLE ROUGH ON THE MANUFACTURER. 
—N. Y. Sun. 


Tell Us the Old, Old Story 

—of Transition Periods. 
UT of the crop of interviews, wise 
and otherwise, that has come out 
of the present unsettlement in the finan- 
cial markets may be culled some inter- 
esting observations. Several of the 
prominent financiers of the country have 
agreed on the fact that we are in a 
“transition period.” The question arises 
if we are not always in such a condition. 
There is always more or less evolution in 
our business and financial affairs. Only 
the other day Jacob H. Schiff, head of 
one of the largest banking houses in the 
country, voiced this sentiment. A few 
weeks earlier Mr. Henry L. Higginson, 
the Boston banker, gave expression to 

the same views, saying: 

“I feel firmly convinced that we are ap- 
proaching this transition period, where there 
is to take place a readjustment between the 
universal supply of and demand for capital. 
The readjustment of business and liquidation 
of labor, with all its attendant results, will be 
brought about, I believe, without any serious 
trouble. Everybody is looking for the change 
and therefore is prepared for it. Panics never 
come when people are prepared for them.” 

Business has been slowing down—but 
has not that happened before? Labor is 
to be liquidated—has not that condition 
been seen before? The new factor just 
now is tariff changes. Generally speak- 
ing, we are going through a condition 
similar to other times, with about the 





OF WALL STREET. 


same factors present, but perhaps work- 
ing in different degrees of intensity. 


Deadly Parallels in the 

Stock Market. 
W HENEVER there is a slump in se- 

curities, a great rise in values, or 

peculiar and unsettled conditions, market 
commentators fall to drawing parallels 
between current times and some other 
period apparently similar. Just now 
they are going back to 1897. The Wall 
Street Journal quotes an old-time finan- 
cier on the similarity of the times: 


“There are several interesting points of 
similarity between the conditions of today and 
those of the early months of the McKinley 
administration; but there are also great dif- 
ferences which must not be ignored, and which 
are not favorable to the present market. One 
is the labor situation. In 1897 wages were 
low, the supply of labor was abundant, and 
no arrogant demands were being made by 
labor unions. The labor situation today is a 
great menace, and is in itself a sufficient cause 
for the hesitation of investors. Another rea- 
son for market inactivity, which exists now, 
but did not exist in 1897, is the ample pub- 
licity being given to the affairs of corpora- 
tions. That publicity has done more to kill 
speculation than any other factor operating 
to seccure the same result in recent years. 
am not expressing an opinion as to whether 
it was good for the country at large to have 
speculation checked through that cause. I am 
merely stating a fact—leaving it to others to 
form their own conclusions. A long experi- 
ence in business has convinced me that people 
will buy or sell stocks, speculatively, as long 
as there is a mystery in them; but will have 
nothing to do with them when the full facts 
are known. The reason is plain—there can be 
no speculation where there is no uncertainty.” 


Has President Wilson 

Noticed the Break? 
[¢ is anyone’s guess now whether Presi- 

dent Wilson has observed the severe 

and nerve-racking destruction of values 
that has been occurring lately. The 
President may have his opinion as to 
how much figure Washington cuts in the 
present situation in the securities mar- 
kets, but if so, he hasn’t peeped. Says 
the Washington correspondent of Finan- 
cial America: 


If President Wilson has his eye on the de- 
pression in the stock market he has given no 
intimation of the fact up to the present time. 
It is rather difficult to believe that recent mar- 
ket troubles have any connection with the 
tariff lobby probe, although some alleged far- 
seeing persons would cast such an inference. 
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The money trust advocates in Congress have 
naturally used what inflnence they have to 
persuade the President that Wall Street inter- 
ests are worth watching. So far such persons 
have not received a cordial welcome, and it is 
to be remembered that the Democrats would 
find it very inconvenient to find Wall Street 
implicated in the tariff. This would not only 
delay the enactment of a tariff law but would 
postpone currency legislation until the multi- 
tudinous ramifications of the alleged money 
trust have again been examined into. 





HARD TIMES IN WALL STREET. 
—N. Y. World. 


To See Ourselves As 
Others See Us. 


A\N interview given the Wall Street 
Journal by a prominent business 

man just returned from a tour of impor- 
tant European financial centers gives us 
a few shocks. Ina broad way he gathered 
that Europe was becoming distrustful of 
our corporations. What impressed him 
most was 

(1) the fear prevailing abroad that the 
United States cannot pay for the securities 
Europe has sold us during the last six months, 
and (2) the idea held in some quarters that 
the managements of large corporations in the 
United States are so honeycombed with graft, 
ignorance and general inefficiency that, gen- 
erally speaking, no European banker can really 
afford to advocate purchase of American se- 
curities, ; 

It was said that the leaders of the financial 
boom in the decadé ended with 1907 are either 
dead or superannuated, and no successors 
have appeared. This was somewhat of a 
shock to me, since we, on our part, have 
been worrying about Europe. 


Apropos of these observations the New 
York Evening Mail has this to say: 


It is time that all Americans, from President 
Wilson and Secretary Bryan down to petty 
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demagogues and anonymous scribblers, should 
take notice that the peoples of the world are 
beginning to take us at our own valuation, 
and that the evil we say of ourselves is re- 
membered in foreign countries when the d 
is forgotten or looked upon as idle bragging. 

This result is largely the reckless work of 
our own citizens. 

Americans have persistently charged that 
we are deliberately violating the Panama 
canal treaty with Great Britain. 

Other Americans have loudly insisted that 
we are violating our treaty with Japan. 

The government of the United States has 
choked the courts with civil and criminal 
prosecutions of the greatest industrial and 
transportation corporations of the continent, 
and, aside from the merits of the suits, its 
official representatives have sweepingly stig- 
matized as brutal and intentional corruption 
some methods and policies largely technical 
in their illegality. 

In Congress and in the forty-eight state 
legislatures there has been a ceaseless stream 
of denunciation directed at the foremost busi- 
ness men and business interests of the nation. 

The time is ripe for a statesman with a 
voice great enough and convincing enough to 
be heard throughout the world in defense of 
the American name. 

It is estimated that about $6,000,000,000 of 
European money has been invested in Amer- 
ican stocks and bonds in the past forty years, 
and that staggering material interest should 
be constantly kept in mind by those who are 
tempted to make political capital by exagger- 
ating and emblazoning our faults. 


Can America 
Beat the Dutch? 
N times like these it is interesting to 
see how the people across the ocean 
analyze the situation here to find whether 
there are good grounds for optimism or 
whether, as some Hollanders have re- 
cently thought, something still hidden 
from .the majority is about to come to 
pass. Others in Amsterdam view con- 
ditions optimistically. These latter see 
at least six reasons for their position: 
(1) The technical position of the mar- 
ket is sound. The general unrest all 
over the world has helped in the process 
of transferring stocks from weak to 
strong hands. 
(2) The bond market, at present bad, 
will soon show signs of improvement. 
(3) Money will probably become eas- 
ier jn the near future. The expected 
slowing down in business and the conse- 
quent lessening demand for banking ac- 
commodations point in this direction. 
(4) Prospects for leading industries 
are not bad. : 
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(5) Railroads will experience better 
times. Crop prospects are excellent. 

(6) The securities market is always 
ahead of business revival. The market 
is always discounting the future. When 
sentiment, owing to unfavorable actual 
circumstances, is bad and these circum- 
stances do not attach to fundamental con- 
ditions, the right time for the far-seeing 
investor to buy has come. 














THE SUPREME POWER IN PEACE AND WAR. 
—Los Angeles Times. 


Is the World on 

the Toboggan? 
FINANCIAL analysts are looking over 

the world conditions to see whether 

we are in a mere trade reaction or 
whether there are signs of a world-wide 
depression. In England they are run- 
ning at almost full speed. Over on the 
continent they are slowing up somewhat, 
especially in Germany and Belgium. In 
Berlin they do not see the situation alto- 
gether clearly: 

At the present juncture people are taking 
stock of the general business situation and 
trying to reach conclusions as to probable 
future devlopments. The general result of 
such discussion is to show that opinions are 
much divided. It is asserted in very positive 
terms that we are not only already in a period 
of decline but that the downward tendency 
will continue. The continued drop in prices 
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of steel in Belgium and the weakness of the 
American and other markets lends support to 
the view that trade conditions are deteriorat- 
ing all over the world. 


Where Is Our Vaunted 
Balance of Trade? 


FLUROPE has been selling us bales of 
securities lately—selling back what 
it has bought from time to time during 
the past two or three years. Europe has 
also been selling us many millions of 
merchandise, but we have been selling it 
goods in vast quantities, much more than 
we have bought. April supplies a new 
record in exports at $199,000,000, or 
$20,500,000 more than a year ago. For 
ten months the export balance of $562,- 
000,000, though twice previously sur- 
passed, showed a gain of $38,000,000 
over last year. The backbone of this 
great increase has been agricultural ex- 
perts. And the good work keeps going 
on. Yet we always owe Europe money. 
Vice-President Talbert, of the Na- 
tional City Bank, in a speech in the West, 
summarizes the situation aptly: 


Whenever we consider the strategic posi- 
tion of the United States financially in its re- 
lations with other nations, there is one in- 
herent weakness always present and increas- 
ing, which must be kept in mind. That weak- 
ness is the fact that although we normally 
have a credit balance in trade of over $500,- 
000,000 annually, we have in fact other annual 
international debits of twice that amount; so 
that our trade balance not only is wiped out, 
but as much more in gold might be required 
to settle our foreign indebtedness. This debt 
grows out of items which are not included in 
the statement of trade balances. They are 
composed of interests and dividends on securi- 
ties already owned abroad, of freights paid 
to foreign vessels, of the incomes derived 
from the estates of our expatriated men and 
women, the majority of whom belong to the 
very rich class, of the vast expenditures of 
American travelers abroad, of premiums paid 
for foreign fire and marine insurance, and of 
many similar items. These items aggregate 
at least twice as much as our credit balance in 
trade. Consequently instead of the United 
States having as a result of its favorable 
trade balance a call on the stock of European 
gold of $500,000,000 annually, the truth is that 
the tables are entirely turned and Europe has 
a call upon us for that amount. 


Do Foreigners Own 
Half of America? 
NTEREST payments yearly of $250,- 
000,000 on foreign capital invested in 
the United States look very large. But 
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By. Gum! “1 
sometimes wonder 
if I still own 
ths Xevatry of 


AT TIMES IT WOULD SEEM AS IF HE DIDN’T. 
—N. Y. Sun. 


according to the London Economist they 
would have to be still larger. That pub- 
lication estimates that British invest- 
ments in railroads of United States and 
in the United States Steel Corporation 
amount to $9,000,000,000; that British 
and other foreign investors now own 
more than half of our great railroads and 
industrial plants, and also own some of 
our largest gold, silver, copper, tin and 
iron ore mines and have controlling in- 
terests in some of the most powerful 
banks and insurance companies in the 
United States. 

An average interest rate of only 4% 
per cent. on $9,000,000,000 would mean 
annual payments to foreigners of over 
$400,000,000. Unquestionably there is a 
good deal of guess work about these es- 
timates, but as the guesses go, a quarter 
of a billion must be counted as conserva- 
tive. 


Can We Go on Selling 
Them More? 
T° a great extent we have paid this big 
interest bill to foreigners by the 
simple process of selling them more of 


our stocks and bonds every year. This 
is a natural result of the growth of the 
United States and the increase in the 
world’s total capital. But we are now 
running into a dearth of capital. Says 
the Boston News Bureau: 


Unquestionably much of the current depres- 
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sion in the world’s security markets is due to 
a sudden full realization of what the dearth 
of capital means. The equilibrium between 
demand and supply has been altered to an 
unexpected and an unpleasant degree. 

How keen the competition for capital the 
world around has been in the last few weeks 
is partly indicated by the totals of new Lon- 
don issues. These in April and may were 
$335,000,000, as against $221,000,000 last year 
—itself a brisk season. 

China, Brazil, Africa, India, Canada, have 
had first call. Twin to their demands on Eu- 
rope’s treasury has been the call of militarism 
at home. 

The surest factor behind their immediate 
success is the power of taxation. It stands 
behind the politico-financial loans to distant 
continents, whose taxing power is the pledge; 
it is behind the Franco-German military requi- 
sitions, 

Mere corporations are at a disadvantage. 
They cannot impose taxes; but, instead, must 
pay them. 

All markets knew that a briefly checked 
rush of new flotations would be contempora- 
neous with the assurance of European peace. 
Also, however, it was anticipated that there 
would be a release of much frightened money 
—near half a billion—from hiding. The first 
development arrived on time; but the sec- 
ond as yet shows little sign of materializing. 
Hence the reapplication of the brakes by big 
foreign banks. 

It may well be that the dislocation of the 
monetary equilibrium is now at its extreme. 
As a matter of fact, the German treasury, 
with its unexpectedly quick offering of $56,- 
000,000 more imperial and Prussian securi- 
ties, following the February issues of $135,- 
000,000, has probably recorded the extreme 
mark of saturation. The French loan, like- 
wise Springing chiefly from military require- 
ments, will no doubt be much more readily 
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THE FAT MICE AND THE INCOME TAX CAT 
—N. Y. Globe. 
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met in France. The question in both coun- 
tries will then remain the extent to which 
such new loans will really constitute a signal 
for general release of tied-up funds. 


Taking a Long 

Look Behind 
y £1, great as has been the fall in 

American bond prices since 1902, 

it is smaller in proportion to the previous 
rise than most of us imagine. We are 
so busy studying present conditions that 
we lose our perspective. The Times 
Annalist reproduces from the records of 
the Financial Graphic Company an in- 
teresting bird’s-eye view of bond prices 
since 1870, which is shown in the accom- 
panying diagram. 

One of the most suggestive points 
brought out is that the general tendency 
of bond prices was upward from 1891 to 
1897, which included a period of extreme 
business depression. The whole forty- 


three years contains no parallel to the de- 
cline in bonds since 1902. 


In This Case, Financial 
Doctors Don’t Disagree. 
A first glance, many will conclude 
that Vice-President Talbert has 
overestimated. But he is far from being 
alone in his opinion. Few have any ade- 
quate appreciation of the importance of 
what are sometimes called our “invisible 
gold exports.” The Financial Age re- 
views this subject as follows: 


Course of Bond Prices from 


2& $35 88 S55 
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A few years ago, Sir George Paish, editor 
of the London Statist, arrived at the conclu- 
sion that the United States requires an ex- 
cess of exports over imports of nearly $600,- 
000,000 per annum in order to settle the ac- 
tual trade balance against it. This enormous 
adverse balance, he figured, was due to the 
fact that this country is called upon annually 
to pay a net sum of $250,000,000 for interest 
upon foreign capital invested here; that the 
expenditure of American travelers abroad ex- 
ceed by $170,000,000 the outlays of foreign 
tourists in the United States; that the net 
sum paid for freight transportation on for- 
eign steamships is $25,000,000, and that the 
remittances of foreign-born citizens and resi- 
dents to friends and relatives in Europe and 
elsewhere amount to $150,000,000 annually. 
Large as this estimate of England’s foremost 
economist and statistician appears, it is evi- 
dent that he has by no means guaged the ac- 
tual conditions. Later and, it would seem, 
better authenticated estimates place the an- 
nual balance of trade against the United 
States at $730,000,000. This is known as the 
invisible balance, which must be met either 
by increased exports of raw and manufactured 
products, or by European purchases of Amer- 
ican securities, or by gold exports. 


Bankers Throughout the 
Country Sum It Up. 
F.VERY once in a while one of the big 
banks or newspapers takes a coun- 
try-wide poll of opinions on the future. 
One of the latest’is that gathered by the 
Fourth National Bank, of New York, 
from more than sixty cities in reply to 
questions about the feeling of the bank- 
ers. The blackness of the storm in the 
New York securities market just about 


the Year 1870 to Date 


1905 
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the time these views were expressed made 
this broad poll look like telegraphic re- 
ports of fine weather from all sections of 
the country when a cyclone is raging at 
your own town. A condensed summary 
of conclusions as made by the bank from 
all these reports follows: 


General business in most parts of the coun- 
try continues fairly good. The volume is not 
as large in some sections as it was, and or- 
ders for future business are not as heavy as 
they were six weeks ago, but the indications 
are that the May figures will be better than 
those of that month in 1912, when the country 
was becoming seriously unsettled concerning 
the possible interference of the Presidential 
campaign. 

The crop prospects are excellent. The view 
was generally expressed that another good 
harvest is necessary as an offset to such inter- 
ruption to business as is usually witnessed in 
a tariff revision year. 

There is likely to be a good demand for 
money throughout the year. This is ascribed 
to expanding credit requirements, the desire 
of farmers to hold grain for higher prices, 
and to the fact that interior banks, because of 
other commitments, are already pretty well 
loaned up. There is nothing dangerous in the 
situation; on the contrary, it is pointed out 
that the need for conservatism has been so 
generally recognized that borrowers every- 
where have scaled down their applications in 
accordance with prevailing conditions in the 
money market. 

The chief elements of uncertainty are 
thought to include the insistent demands of 
labor for increased pay, radical tendency of 
new legislation, growth of socialism, and 
doubt as to the effects of the readjustment fol- 
lowing the enactment of the new tariff bill. 
So far as the tariff is concerned, it is admitted 
that the reductions have been fully discounted 
in many gases. The feeling of most of those 
quoted is that the situation will work out all 
right in the end, that pessimism has been 
overdone, that business improvements will 
follow the enactment of the new tariff law, 
and that a very much better trade for the 
country as a whole is ahead. It has been 
pointed out also that the course of recent 
bond sales in this country and in Europe will 
be effective'in correcting municipal extrava- 
gance, and in making corporation borrowers 
more moderate in their future applications for 
new capital. 


Bucketshops Have the 
Phoenix “Beaten to a 
Frazzle.” 
[™ S a shock to find that bucketshops are 
again operating openly in New York 
state. A prominent member of the Stock 
Exchange on a recent trip found them 
running in lobbies of hotels in Buffalo, 
Syracuse, Rochester and other cities. 
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Wise Oxp Birpv: “GUESS YOU'LL HAVE TO FIND 
ANOTHER EGG.” 


—N. Y. Herald. 


Evidently eternal vigilance is the price of 
freedom—from bucketshops. The Wall 
Street Journal comments as follows: 


Lately, it appears, with the government of- 
ficials busy in other directions, the gambling 
fraternity has been making hay while the op- 
portunity offered. It is pointed out that when 
the bucketshop men are taken to court and 
found guilty after three years or so of litiga- 
tion, they are usually allowed to go free after 
payment of a moderate fine with the possible 
addition of a short term of imprisonment. 
When the Stock Exchange authorities find a 
member guilty of bucketing orders, after an 
investigation of.a few weeks, he is thrown out 
immediately and for all time. 


Reforming the National 
Banks Out of Business. 
HE new Banking and Currency Bill, 
as introduced in Congress, produced 
an immediate howl from many leading 
bankers. They asserted that most na- 
tional banks would prefer to reorganize 
as state banks, rather than submit to the 
absolute control of a purely political 
board. Says the Journal of Commerce: 
What wrecked the old United States 
Bank and created an undying prejudice 
against any central and dominating bank- 
ing institution in this country was not any 
power connected with finance, but politics; 
and nothing could be worse than putting the 
control of the present highly developed 
system of banking into the hands of a board 
of seven, all appointees of the President. 














Reforming the System of Ratemaking 


By JOSEPH N. FINING, 
Sec’y Citizens’ League of St. Louis 








tablishment of a modern and 

competent banking system, it is 
doubtful whether any subject is of such 
commanding importance to commerce as 
that of equity in traffic rate-making. As 
compared with the formulation of freight 
schedules in accordance with economic 
principles, the re-scaling of the tariff and 
reformation of the banking system are 
simple problems. 

The foregoing assertion is not the least 
exaggerated. Evidence is available for 
preparing new tariff schedules, and the 
Government is in position to forecast, 
with reasonable surety, the results of 
modifications. The fundamentals of 


Nv to tariff revision and the es- 


banking are well known to the experi- 
enced, while the practice of banking has ° 
developed to suit the needs and con- 


veniences of business. 

But with regard to railroad rate- 
making there is no unanimity of opinion 
among authorities. No country in the 
world has defined or exemplified, in a 
convincing manner, the factors which 
should govern in fixing rates. The sys- 
tems are almost as various as the nations. 
Where radical laws seem to have been 
discovered, they have been altered by 
numerous amendments or utterly neutral- 
ized by directly opposite exceptions. 

Though transportation is one of the 
most essential facilities of commerce and 
civilization, and as a public service is a 
marvel of ingenuity, rate-making is a 
complication of complications, a travesty 
of equity, a methodized confusion. No 
railroad executive would declare that any 
semblance of a system exists, and it is 
a question whether economists are agreed 
as to what principles should apply in 
constructing a logical, useful plan. 

Since the new interstate commerce 
law, or Hepburn act, has been in force, 
there has been observable a constant ten- 
dency toward a comprehensive readjust- 
ment of rates and, above all, toward the 
institution of a true and simple system 
of rate-making, based on .demonstrated 
principles and designed for universal 


utility. In fact, there are indications that 
the change is approaching very rapidly, 
and the carriers of the United States may 
be the first to succeed with a problem 
which has baffled the railroads and gov- 
ernments of Europe. 

Decisions of the United States Su- 
preme Court and of State tribunals have 
been, in the main, reconstructive. In the 
most recent opinion of the highest court, 
the distinction between interstate and 
intrastate authority is described con- 
clusively, and the suzerain power of 
Congress and the Interstate Commerce 
Commission is defined to the satisfaction 
of all concerned. Judicial opinions and 
rulings of the Interstate Commerce Com- 
mission have shown clearly a disposition 
to do away with “basing points,” eradi- 
cate inequalities, and work out, if nec- 
essary by degrees, a fixed system for 
rate-making. Verdicts in the Missouri 
river, Denver, Intermountain and Spo- 
kane cases appear to foreshadow the sub- 
stitution of a simple and orderly system 
for the existing unreasonable, unintel- 
ligible, chaotic system. 

ok ok + 

OST significant of all the tendencies, 
however, is the action initiated and 
pursued by the carriers themselves, and 
of which the Interstate Commerce Com- 
mission takes smiling cognizance. It is 
the effort of the railroads, through the 
Committee on Uniform Classification, to 
unify not only the classifications, but also 
the ratings. Many traffic and rate ex- 
perts firmly believe that, when the com- 
mittee’s work is done, there will be a 
stable foundation for building an equit- 
able structure, and some of them predict 
an official order to use the classification 

to this purpose. 

Mileage does not figure, certainly not 
with serious exactitude, in any part of 
the United States in making rates. Al- 
most every factor except distance is con- 
sidered. Distance tariffs are in effect in 
many States, in intrastate traffic, the rates 
tapering in relation to the distance of 
the haul; but distance. is not a considera- 








tion in interstate commerce. Yet, it is 
likely that this would be one of the prin- 
cipal factors in a simple rate-making 
plan. 

The American rate structure is so in- 
tricate as not to permit of clear explana- 
tion in a limited space. It is as crude 
and antiquated as our incompetent bank- 
ing system. Solely with the idea of 
illustrating the complexity of the struc- 
ture, it is advisable to make an allusion— 
and just an allusion—to some of its 
peculiarities. 

Each of six regions of the United 
States has its own rate plan, and each, to 
some extent, has singular mercantile con- 
ditions. There are four classification ter- 
ritories, with varying classifications, and 
there are differences in classifications and 
in rules affecting the classifications which 
have the effect of altering the rates. In 
certain cities and States there are rates 
common to many competing cities and 
towns, and these common-point rates 
have a material bearing on the larger 
tariffs. 

Besides the territorial divisions and 
the several classifications, there are the 
rate-basing points, like Chicago, St. 
Louis, the Mississippi river, the Missouri 
river, the Ohio river competing seaports, 
etc., which enact conspicuous roles in 
commerce between regions, and which 
are employed in determining through 
rates and combination rates. In most 
territories the rates are made arbitrarily, 
apparently without regard to any ftn- 
damental factor at all, while in Official 
Classification Territory—comprising the 
region north of the Ohio river and east 
of the Mississippi river—rates are based 
on the percentage of the first-class rate 
from New York to Chicago, taking Chi- 
cago for the 100 per cent. line. There 
are, too, differentials and modifications 
ascribed to water competition and other 
active conditions. 

And besides, there are the commodity 
rates, which are made to encourage the 
movement of raw materials and food- 
stuffs. 

Brief allusion to the division of the 
country into traffic territories describes 
graphically the intricacy of the rate 
structure. There is the New England 
territory lying east of a line drawn from 
Montreal to New York. The Trunk 
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Line territory is bounded by_the Mon- 
treal-New York line, a line drawn from 
Buffalo through Pittsburgh to Charles- 
ton, W. Va., and a line drawn from 
Charleston through Lynchburg to Suf- 
folk, Va. The line of the Central Traffic 
Territory runs from Buffalo to Detroit, 
Mackinac, Chicago, Peoria, Springfield, 
St. Louis, Cairo, Louisville, Cincinnati 
and Charleston. The South and South- 
west Territory lies east of the Mississippi 
river and south of the Ohio river and 
the boundary of the Trunk Line and 
Central Traffic Territories. The Trans- 
mississippi and Transmissouri Territories 
are west of Chicago and St. Louis and 
east of Spokane, Boise City, Salt Lake 
City, Santa Fe and El Paso. The Pa- 
cific Slope Territory is west of the 
Spokane-El Paso line, just described. 

The rate structures of the six regions 
are supposed to be founded on geo- 
graphical situation. They are probably 
due also to the former policy of the car- 
riers of restricting their lines to territory 
lying within designated boundaries. 
Groups of lines confined their sphere to 
New York, Chicago and St. Louis. 
Other groups operated in the Southeast 
—east of the Mississippi and south of 
the Ohio. Other groups confined their 
lines to the region west of the Missouri 
river. Carriers found it easy and un- 
embarrassing to build their rate struc- 
tures on the great commercial centers of 
their regions, to base their rates on these 
centers and on the dividing lines of 
boundaries, and to make commodity rates 
with attention to the sources and the 
markets. 

There can be no doubt that the routes 
of the railroads were instrumental in 
establishing routes of commerce, and 
that the construction of railroads had 
much to do with the growth and prosper- 
ity of many great cities. Neither can 
there be any doubt that the practice of 
making rates to and from certain great 
centers resulted in discriminatigns, in- 
juring numerous places and benefiting 
the favored gateways and emporiums. 

* * * 


HERE seems to be a demand for a 
simplification of freight rates. The 
change would be good for the carriers 
as well as the public. If, with uniformity 
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of classification, we had uniformity of 
rates, or the nearest approach possible to 
uniformity of rates, the carriers would 
not only reduce expenses by having sim- 
ple tariffs, but their rates would be un- 
derstood generally and complaint as to 
unfairness of schedules would decrease. 
It would be an ordinary and inexpensive 
matter then to show whether increases 
or decreases in rates were justified or 
advisable. And it is likely that there 
would be a more cordial relationship be- 
tween the public and the carriers. 

Inquiry will indicate that the com- 
plaints and petitions filed with the Inter- 
state Commerce Commission are not 
protests against rates as rates, but re- 
monstrances against discriminations, or 
apparent discriminations and prayers for 
interpretations. Shippers are not so 
eagerly concerned in rates as in equity. 
Were it possible to convince shippers 
that they were all on the same plane, and 
to. show competing great centers that 
they were on an equality, the Interstate 
Commerce Commission would be reliev- 
ed of its most troublesome work. 


One real difficulty rests in the discov- 
ery of the most vital factors concerning 


rate-making. Distance is a factor. Cost 
of service is a factor. The value of the 
article transported deserves to be thought 
of. Weight and space are factors. Com- 
petition among railroads enters into the 
problem, and a vital question relates to 
water competition. As to “cost of serv- 
ice” and “what the traffic will bear,” they 
are included in the foregoing. A very 
important factor, which is included in 
distance, is the cost of originating and 
terminating freight movement. 

Solution of the problem must be at- 
tempted with experience here and abroad 
as the guide. Very few traffic experts or 
economists would undertake to offer, 
without profound investigation, final 
conclusions or suggestions. Countries 
having diversified commercial and agri- 
cultural activities, and especially a 
country like the United States with an 
immense sweep of diversified territory, 
cannot institute a simple system by mere 
command. 

The system that comes readily to mind 
is that of tapering distance rates, based 
on a uniform classification. By adapting 
this idea to conditions, a simple set of 
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tariffs, suitable for the entire country, 
could be elaborated. The classification 
would take into account “what the traffic 
will bear,” the weight, the space and, to 
some extent, the “cost of service.” The 
other factors would be features of the 
rates themselves. For commodities spe- 
cial rates would, of course, be necessary. 

The tapering distance tariff has been 
used successfully in European countries, 
and its simple structure wins admiration. 
Germany has not accomplished such sat- 
isfactory results as other nations with 
the simple system, but it has committed 
the serious mistake of heeding the 
clamors of competitive centers and local- 
ities. 

American rates have been built up on 
basing points, percentage points, propor- 
tions, combinations, territorial conditions 
and inter-regional relations. Except that, 
in some instances, they were either fixed 
or regulated by marine competition, they 
stand for the arbitrary dictum of rate 
officials. The rates are based neither on 
principle nor system. 

Necessities and conditions which in- 
fluenced rate-making brought about con- 
fusion and discrimination. Even at this 
time there is as much discrimination as 
confusion, and from the shipper’s point 
of view the discrimination is the more 
objectionable. 

* * ~. 

THE railroads have done the best they 

could in the stress of necessity and 
circumstance. But it must be just as 
obvious to the executives of the carriers, 
as to shippers, that there is a genuine 
need for a simple rate system, and one 
of the most imperative requisites, for fair 
methods and abiding good-will, is equity 
in rates. 

Many of the discriminations have 
arisen, it should be said, from the efforts 
of the railroads to equalize the trans- 
portation relationship among rival cen- 
ters. In the light of present experience, 
there are many arguments against bal- 
ancing Boston and Baltimore, or Chicago 
and St. Louis, or Kansas City and 
Omaha, except as may be absolutely nec- 
essary for the greater good. 

Next to agreeing on the factors and 
principles that should apply in simple 
rate-making, there will be two other most 
important propositions—finding the right 




















relationship between commercial centers 
and between seaports, and finding the 
true effect and range of water competi- 
tion. The bearing of one center on an- 
other, or of one seaport on another, par- 
ticularly in the long haul, may not be 
subject to elimination entirely in making 
rates. And in fixing tapering distance 
tariffs, the mileage of the short line must 
be a consideration in many instances in 
establishing the rates between certain 
termini. 

The problem of railroad rate-making 
is so large and so involved as not to 
permit illustration in limited space. Rate- 
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making is at the transitional stage. Ex- 
perience and investigation alone will dis- 
close the factors and features which 
should prevail in adapting uniform class- 
ification to a simple system. 

But it is obvious that the existing sys- 
tem is complicated, chaotic and inequit- 
able. It is obvious that there must be 


constructed a simple system, a real sys- 
tem, an equitable system. The system 
devised may not accord with the ideas 
of every traffic expert or authority, but, 
even so, it probably would be the best 
in the world. 











Graphical Methods in Forecasting Business 
Conditions 


By JAMES H. BROOKMIRE 
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N approaching the subject of “Graphi- 
cal Methods,” or the use of graphs, 
in forecasting the trend of Busi- 

ness and Financial Conditions, we are 
confronted with the objection, frequently 
heard, that charts do not forecast any- 
thing but are merely pictures of past his- 
tory; that the whole question is a mere 
matter of artificial forms and shapes 
rather than of essential substance and 
reality, and that experience is more im- 
portant than graphic charts however 
accurate and comprehensive. 

This criticism, however, is as logically 
invalid as to assert that experience is 
more important to the Mariner and 
Weather Forecaster than the compass 
and barometer respectively, for obviously 
experience and mechanical devices are 
complementary—not supplementary—as 
bases of judgment. On the one hand, 
it is true that charts are of value only 
when used by men of intelligence and in- 
dependent judgment, but it is equally 
true that the judgment of even the most 
astute financiers of long experience is of 
value only when based upon an accurate 
knowledge of fundamental conditions ; 
and since graphic charts are perhaps the 
best method of picturing past experience 
and present tendencies in business and 
finance, being more dependable than 





memory and clearer than tables of sta- 
tistics, they are to the financial prognos- 


is to the 


ticator what the compass 
the 


mariner and the barometer to 
weather forecaster. 

The value of a graph as a basis of 
forecasting depends mainly upon three 
things, namely, (1) form or shape (2) 
method of construction, and (3) factors 
represented. The arguments relating to 
the first point, the form or shape of the 
graph have been presented to the readers 
of the MAGAZINE OF WALL STREET in 
recent issues, Mr. Lawrence Chamber- 
lain in the April number taking the posi- 
tion that the force or intensity of a 
tendency in the business and financial 
situation at any time can be best 
indicated by the use of a line graphic, 
while Mr. Leroy D. Peavey in the 
May issue gives reasons for his pref- 
erence of the area method as _ illus- 
trated by the Babson Area Plot, stating 
that areas more clearly reflect the influ- 
ence of the factor of time as well as 
intensity. Mr. Chamberlain, however, 
argues that the time element is relatively 
unimportant, and that past force or in- 
tensity does not deserve as much weight 
as present force or speed. 

By referring to Chart “A” (which 
shows an average of 10 business factors, 
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seasonal tendencies and “growth” elim- 
inated) it will be seen clearly that the 
time factor is equally important with 
that of force or intensity. For instance, 
the Graph in the Chart, which is an 
average of ten business factors and rep- 
resents the general trend of business 
conditions in the United States, shows 
that there was drastic liquidation of busi- 
ness during the approximate period from 
August, 1907, until March, 1908, while 
during the period from March, 1910, 
until April, 1911, business liquidation 
was gradual and voluntary. How ex- 
plain this difference in the character of 
these two periods of liquidation? The 
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only satisfactory answer to this question 
is that previous to 1907 business had 
been expanding for a longer period than 
previous to 1910, the long rise in the 
Business Index forecasting drastic liqui- 


BUSINESS INDEX: 


THE MAGAZINE OF WALL STREET. 


Chart “B,” plotted according to the area 
method, shows the same index figures as 
were used in Chart “A,” and, as a matter 
of preference in using this Business In- 
dex in the Composite Chart of Funda- 
mentals shown below, I have used the 
line graph in preference to the area 
method for the reason assigned by Mr. 
Chamberlain for his option of the line 
method, namely, because a continuous 
line from the highest point of prosperity, 
as in 1907, to the lowest point of de- 
pression, as in 1908, seems to furnish a 
better indication of the relative force or 
intensity of the period of liquidation than 
is obtained by shifting the areas from 


above to below the normal line in the 
midst of the period. However, it is 
really of little consequence whether we 
use one or the other in graphically por- 
traying the trend of business conditions 
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dation, while conversely in 1910 liquida- 
tion was more gradual because the pre- 
ceding rise in the Business Index had 
been of shorter duration. 

Whether these periods of business ex- 
pansion and liquidation can be better 
represented by an area chart than by a 
line graph is a matter of personal pref- 
erence—“as you like it.” For instance, 


so long as the chart used is an accurate 
picture and properly constructed. 


* * * 


HAT “method” is of greater import- 
ance than “form” in the construc- 

tion of a Barometer Chart we will at- 
tempt to prove by comparing Chart “B” 
with the Babson Area Plot used to illus- 
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trate Mr. Peavey’s article in the May 
number of this magazine. Mr. Peavey 
states that by watching the developments 
of areas along a “line of normal growth,” 
it is possible to forecast coming periods 
of depression or prosperity because 
“Areas of prosperity and depression 
must be equal.” There are two factors, 
however, which may prevent newly 
formed areas from being equal to past 
areas, these factors being politics and 
crops. For politics may depress busi- 
ness and thus prolong an area below the 
normal line of growth, and crop failure 
might similarly have the same effect. 
On the other hand, an unusually large 
harvest or a succession of good crops 
might check a downward tendency or 
produce a period of expansion or area of 
prosperity entirely out of line with the 
past trend of the area plot. The fact, 
therefore, that the line of normal growth 
cannot be accurately predetermined 
greatly limits the usefulness of the plot 
as a basis of forecasting. 

Moreover, it is easy to see that any 


“line of growth of, the country” does not 
represent the country as a whole but 
merely certain factors arbitrarily chosen, 
and there is no line of growth common 


to all factors. Take, for example, Bank 
Clearings and Commodity Prices; they 
do not increase at the same rate at all. 
How then can a so-called “line of 
growth” compensate for such factors 
which increase at entirely different 
rates? How can such a line attempt to 
compensate for the “growth of the 
country” in regard to such valuable fac- 
tors as Interest Rates or the ratio of 
Loans to Deposits which show no normal 
yearly increase that can admit of any 
compensation for “growth of the “coun- 
try’? I have found that the only 
practical method is to compensate 
separately for the “growth of the 
country” those indexes which need such 
treatment, and simply leave without 
any such attempted compensation those 
factors which show no normal in- 
crease from such growth. By thus 
using a straight “zero” or “normal” line 
as a basis and compensating for the 
growth of the country separately and for 
only such factors as requife such weight- 
ing, the probability of error is reduced to 
a minimum. For even if any single 
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index used should be found to move 
irrationally it can be weighted separately 
as circumstances demand without mate- 
rially disturbing the composite, while 
under the “line of growth” idea such an 
irregularity in the normal line “X Y” 
would throw out the whole composite. 

Equal in importance to the method of 
construction is the matter of selecting 
the factors represented in a graph. For 
instance, in the Business Index I have 
used only such factors as reflect the vol- 
ume of business being done in the coun- 
try, for if we include Banking and Stock 
Market factors in a business index we 
not only have an incongruous average, 
but we also obscure the individual ten- 
dencies of banking conditions and Stock 
Market prices which, taken singly or in 
combination, are perhaps the two best 
business barometers obtainable. 

For this reason in making up my 
Composite Chart of Fundamental Con- 
ditions I show the indexes of Business, 
Banking and the Security Market sepa- 
rately with the result that it is possible, 
giving due consideration to the influence 
of crops and politics, to forecast the “ups 
and downs” both of business and secur- 
ity prices. For instance, the chart 
shows that a rapid rise in the Banking 
Index reflecting a piling up of reserves, 
notably in 1904 and 1908, forecasts a 
period of advancing security prices. The 
rise in security prices, moreover, fore- 
shadows an expansion in business. The 
chart also shows that when banking re- 
sources are over-extended, security liqui- 
dation is inevitable, and that when the 
Security Market has fallen well below 
normal and no longer furnishes a safety- 
valve to the Money Market, as in 1903 
and 1907, the credit situation can be re- 
lieved only by a liquidation of business. 

By thus separating’ the Business, 
Banking and Stock Market items the 
interplay of the forces represented in the 
three indexes is so visualized as to show 
plainly the relation of “cause and effect” 
which exists between them; for the ten- 
dencies of the Banking and Stock Mar- 
ket Indexes faithfully foreshadow the 
future trend of business, while the baro- 
metric index of banking conditions, per- 
haps the most valuable feature of the 
chart, furnishes a dependable guide in 
judging security market tendencies. 











World Wide Tendencies in Finance 


By HALIBURTON FALES, Jr. 








tical about the 20-year cycle 

theory of price changes, at 
least as far as regards the regularity 
of the several elements composing it, 
I have been struck by a peculiar com- 
bination of various phenomena which 
can not admit of the possibility of 
mere coincidence. 

Although the subject of finance and 
its interrelated phenomena are like the 
porcupine, surrounded by many points, 
the underlying principles are uniform 
and simple throughout. 

Let us start by summarizing the 
principles. Money is the guiding star 
for the movement of prices, and un- 
questionably determines or qualifies 
the price tendencies of one year’s 
movement, or of ten. It is the most 
important and valuable single com- 
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modity in the world and fluctuates in 
value just as do’ other commodities. 
Its volume and price, in other words 
its total value, is reciprocal to the 
volume and price of other commodi- 


ties. But as every transaction of 
whatever nature is settled in terms of 
money, it is an exceedingly sensitive 
mirror of conditions, its supply and 
consequently its value reflecting the 
varying demands made upon it by 
transactions in other commodities. 

Exchangeable for everything under 
the conditions of present-day civiliza- 
tion, it is without question the most 
liquid commodity of all. Consequently 
it is the most delicate, and its fluctua- 
tions precede those of all other pur- 
chasable articles, and these follow un- 
der normal conditions in the order of 
their liquidity. Broadly grouped, the 
order of liquidity is—notes, bonds, 
stocks, commodities and realty. As 
representing the underlying conditions 
of money, bond yields are, for the pur- 
poses of this article, the best index at 
hand. 

In the accompanying diagram, the 
broken line represents the yield of ten 
high grade railroad bonds on their 


purchase price, without allowance for 
amortization. Notice that in the past 
eighteen years the yield on bonds has 
three times struck an approximately 
even high level, in 1901, 1902 and 1905, 
since when the yield has been increas- 
ing and the prices for bonds declining, 
each top becoming lower and lower. 
The crossed line, representing the 
prices of 20 stocks, 10 rails and 10 in- 
dustrials, struck an approximately 
even high level in 1906, 1907 and 1909, 
since when they have similarly de- 
clined. Commodities, shown by the 
continuous line on the graphic, struck 
an approximately high level at the 
end of the years 1906 and 1909, 
which was slightly exceeded in 1912- 
13, for the reasons suggested in my 
article in the March number, namely, 
very poor crops for two years in suc- 
cession in 1910 and 1911. 

The significance of this triple effort 
by each of the three subjects exam- 
ined to break into new high ground, 
and their failure to do so, following 
the great rise in prices from the de- 
pression of 1894-5-6, can not be mis- 
taken. The order of their attempt— 
first bonds, then stocks, then com- 
modities, is not a coincidence. It is a 
response to the law of relative liquid- 
ity. The more liquid the commodity, 
the more readily its price responds to 
changing monetary conditions. 


* * * 


[JNDOUBTEDLY, the sudden in- 

crease in the supply of gold in the 
early 90’s was largely responsible for the 
great rise in prices and activity which 
followed, and undoubtedly, at the 
present time, an increasingly large 
undersupply of gold is responsible for 
the phenomena visualized on the 
graphic., Probably the best proof is 
the chart itself. However, in addition 
to the locking up of capital in the now 
far-famed war chests of Europe, and 
in great and for the present unproduc- 
tive canal work, etc., in this country, 
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bank stocks of gold in the newer coun- 
tries of the world increased over $937,- 
400,000, approximately 47 per cent. of 
the world’s net gold production in the 
years from January 1, 1906, to Jan- 
uary 1, 1912, and much the larger part 
of this increase was in the latter part 
of that period. (This increase is com- 
puted from the U. S. Mint reports. 
Stocks of gold in banks of India, 
Egypt, Australasia, etc., North and 
South America exclusive of the United 
States, and South Africa were $972,- 
000,000 January 1, 1906, and $1,909,- 
400,000 January 1, 1912—an increase 
of 47 per cent.) 

The world’s gold production, it will 
be seen, with an addition of only 
$10,000,000 in 1912 over 1911, has been 
almost stationary during the last five 
years. 


Gold Industrial 
Production.* Consumption.t 

Se $405,500,000 $78,000,000 
| ae 411,300,000 87,000,000 
YS see 443,400,000 85,000,000 
as 459,900,000 100,000,000 
es 454,600,000 88,000,000 
EES chatvone 459,400,000 114,000,000 
$2,633,800,000 $552,000,000 


The figures for the gold holdings of 
the banks, however, probably present 
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an understatement of our case insofar 
as the Oriental countries are con- 
cerned, for Samuel Montague & Co., 
of London, bullion brokers, are re- 
sponsible for the statement that of the 
134 million odd dollars balance in gold 
imports which went to India in 1912, 
only about $45,000,000 gold was added 
to the stocks of gold held by the In- 
dian banks, the balance of $90,000,000, 
or one-fifth of the world’s gold pro- 
duction, having been hoarded by the 
natives of India. 

Egypt and India between them con- 
sumed $153,000,000 in gold in 1912. 
This amount alone was 30 per cent. of 
the world’s production for the year. 
South and Central American States, 
Australasia, Canada and South Africa 
consumed further large quantities, and 
even with the present gold stringency, 
South America and India have had the 
power to draw gold throughout the 
early months of the year up to the pres- 
ent, and reasons, either specific or 
economic in their nature, make it ap- 





*Engincering & Mining Journal. 

tEstimated from data appearing in the U. S. Treas- 
ury report, Department of the Mint. The $114,000,000 
is as estimated by the U. S. Mint. Neither this figure 
nor the others include the Asiatic consumption, esti- 
mated by the mint at $50,000,000 for 1911 and 1910 
each. Thus at least $100,000,000 more should be 
added to our figures. 
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pear extremely probable that the de- 
mand for gold from these countries has 
just begun, and that they will continue 
as a whole to be able to draw gold. 

In the foregoing, nothing has been 
said of the demand for gold by Russia, 
Italy, or Hungary—all newer coun- 
tries in a commercial or manufactur- 
ing sense. With the development of 
Russia’s vast domain and the opening 
up of the Balkans, their demand, too, 
which has been such a factor during 
the last ten years, is likely to continue. 
As a result of this world-wide demand, 
the stock of gold in the banks of 
Europe stood at the same figure at the 
end of 1911 as at the end of 1908, ex- 
cept for an increase by these three 
countries of $150,000,000. 

These newer countries have con- 
sumed, I estimate, no less than 50 per 
cent. of the world’s net gold supply 
during the period reviewed, and prob- 
ably 5 per cent. more. Ten years ago 
many of these countries had no stock 
of gold at all. 

Of course, this gold absorption by 
the newer countries does not make for 
higher prices in the older. 

Coming to our own country, Mr. 
Brookmire’s “Forecaster” of June 9 so 
ably sums up the situation that I take 
the liberty of quoting it: “The fact 
that the loans of all the national banks 
in New York on April 4, 1913, were no 
larger than in April, 1909, while the 
loans of all national banks in the coun- 
try ($6,178,000,000) have increased 
$1,215,000,000, or 24 per cent. during 
the same period, indicates that the 
capital of the country has in recent 
years been turning away from the New 
York market for railroad and industrial 
securities and has become largely 
locked up in less liquid forms of in- 
vestment. Before we can embark upon 
another period of industrial expansion, 
therefore, it will be necessary to pro- 
duce conditions which will again at- 
tract capital to the security markets. 
Before another period of industrial 
prosperity begins, however, it is likely 
we shall have to experience some de- 
gree of liquidation of real estate now 
held for speculation and realize condi- 
tions which will induce the return of 
capital from Europe to this country.” 
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"TURNING to the diagram, we see 

at once what the effect of the 
foregoing world-wide and local in- 
fluences has been upon securities. 
Bonds, first to reflect the new demand 
for gold and the consequent under- 
lying stringency, rallied in 1909, after 
the panic, only half way to the high 
point of 1905, although stock prices 
were as yet unaffected. Following the 
depression of 1910 bonds hardly rallied 
at all, and in 1911 and again in 1912 
the stock market only regained half 
the ground it lost in 1910, although 
Bradstreet’s commodities made a new 
high record. Jf the “law of relative 
liquidity” works again, as it now gives 
every promise of doing, there is a long 
decline in prices ahead for commodities 
and business. 

“The Forecaster” also presents the 
following idea, another phase of which 
is presented in a letter in “The 
Forum,” in this magazine: “The 
dominant factor of the present ‘situa- 
tion is that Europe holds enormous 
amounts of our securities, and since it 
will be many years before this country 
can get along without European capital 
our prosperity will always be curtailed 
whenever world-wide conditions tend 
to divert European capital from the 
United States, and that is what has 
happened during the past twelve 
months; for any one that does not ac- 
cept this view cannot otherwise ex- 
plain why, with an enormous credit 
balance in our favor, we were unable 
to import gold last fall to finance pros- 
perity when both crops and business 
conditions were ripe for expansion. 
Our judgment is that Europe has 
largely canceled her trade obligations 
to us by selling back securities pur- 
chased in previous years instead of 
sending us gold, and there is current 
evidence that considerable amounts of 
securities are still being shipped back 
to us.” F 


There seems to be little reason, 


however, to be sanguine as to the re- 
turn in the near future of European 
capital to this country, for, although 
Europe is paying a premium to im- 
port our gold, she is forced to give 
much of it up again to South America 
and India. 


Foreign exchange here is 
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meee Average bond yield 
Dotted lines represent stock prices. 


Full lines rey « average money 
rates in Canada and the official discount rates 
in the other countries 

The scale printed under 1903 and 1913 refers 
to the Barometer Indes; the scale under 1910 
refers to stock prices in percentage of par. anc 
the scale under 1985 refers 10 money rates 








m Babson’s Foreign Composite Plots 


All nghts Provected and Reserved 


(The letters R—P mark the Lines of Real 


This grephic, used by permission of the Babson Statistical Organization, shows the ex- 
tent of the boom which has prevailed in England, France, Germany and Canada.- It also 

shows that notwithstanding the reaction which had taken place up to the date of compil- 
ation, there is ample room for further reaction if not a depression during the follow- 
ing twelve montha. 


Thie graphic also bears evidence of the fact thet the world's mark- 


ete move more or less in unison being sympathetically affected by structural wealmess in 
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still rising, although the fears of im- 
porters as to lower tariff duties will in- 
sure a great excess in our balance of 
trade for some time to come. Our 
gold market at the moment is evidently 
the cheapest in the world. 

In the middle 90’s, low prices for 
staple commodities, which had fallen 
for many years, discouraged agricul- 
ture throughout the world, but as 
capital naturally flows in the direction 
of greatest profit, countries or indus- 
tries which offer the greatest profit 
therefore attract it; labor left the farm 
for the manufacturing centers, which, 
stimulated by low labor costs and easy 
money, entered into the most profitable 
period of their history. The consolida- 
tions of 1900 and 1901 resulted in new 
economics and _ greater efficiency. 
Manufacturing profits increased up to 
1907, since when they have declined. 
For example, in 1907, although the net 
earnings of the Steel Corporation 


available for fixed charges were $21.50 
on every hundred dollars of gross busi- 
ness done, they declined to $14.50 in 


the year 1912, or the lowest in the 
company’s history, the result of rapidly 
increasing labor costs, fixed charges, 
and higher prices for staple com- 
modities. Gross business was approxi- 
mately the same in both years. 

Falling prices due to increased com- 
petition for manufactured products 
have coincided with the increased 
labor costs and rising prices for raw 
and staple commodities, for as the de- 
mands of union labor have become 
more and more insistent, the flow of 
population from the farm has resulted 
in a production of raw materials in- 
sufficient for normal needs. All agri- 
cultural commodities and raw materials 
have risen to record heights in con- 
sequence. This disparity must tend to 
correct itself and undoubtedly has re- 
sulted in the flow of capital to the 
countries producing raw materials; and 
this gold is going, not alone in payment 
for raw commodities, but for the produc- 
tion of more raw commodities. 

Evidence that this is the case is seen 
in the action of the security markets. 
The only stocks in this country mak- 
ing new high records in 1912 were 
among the rails, the coalers, and among 
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the industrials, oil stocks, etc.—com- 
panies producing raw materials. 
Further evidence of this changing 
trend in the flow of capital is found in 
the flotation of $150,000,000 of securi- 
ties in this country for agricultural and 
harvester manufacturing companies dur- 
ing 1912. I regard this as almost 
positive proof that a great readjust- 
ment is taking place, and will continue 
to take place for some time to come, 
and that its outcome will be a business 
depression, even though political and 
legislative conditions should assume a 
less hostile aspect. 

At no time has such a decline in the 
stock market as we are now experienc- 
ing not been followed by a depression 
in business. In the great majority of 
cases, our industrial corporations have 
capitalized the protection of the tariff 
for its entire worth, and in the case 
of many, the savings of combination 
were capitalized before such savings 
were effected. In this weakened strate- 
gic condition these corporations were an 
easy prey to the demands of labor. 

Apparently about to lose the pro- 
tection of the tariff and the benefits of 
combination at the same time, and 
saddled with an enormous growth of 
fixed charges and the incubus of dis- 
proportionately high wages, there is 
little doubt that the road is rough be- 
fore the industrials. 

Labor must liquidate. Falling com- 
modity prices will enable it to do so, 
and the tendency of commodity prices 
to fall is insured by the scarcity of 
world-wide capital and the diversion 
of capital from manufacturing to com- 
modity production. 

Business itself will have to liquidate. 
It is liquidating now. Of that there is 
no reasonable doubt, for at the present 
time the price of pig iron, at $15 per 
ton for Southern No. 2 Foundry Iron 
at Cincinnati, is just about at the low 
point of 1911. With increased labor 
charges there is sure to be trouble with 
any lowering of the price or diminu- 
tion of the volume of business. For- 
tunately for some of us, however, busi- 
ness liquidation once well under way 
means better times in Wall Street 
through the release of capital for in- 
vestmient in stocks and bonds. 














The Iron and Steel Situation 


By FREDERICK BENSON 








the future of the iron and steel 

industry. People are asking 
whether this valuable barometer is indi- 
cating a decline of larger proportions in 
the security markets or whether the se- 
curity markets are prophesying a larger 
recession in the trade. 

Their attitude is well founded, in that 
the iron and steel trade is recognized as 
one of the best of the various indices of 
conditions. Looking over authoritative 
works, the following expressions of 


O*: of the questions of the day is 


opinion on this point show how uni- 
versally this fact is accepted. 


“Stock market prices predict and are pre- 
dicted by iron statistics.” 

“Tron and steel prices are generally recog- 
nized as a barometer of trade.” 

“As iron is one of the first commodities to 
fall in price and one of the first to rise, all 
merchants watch the price of iron as an index 
of the amount of steel in demand, and there- 
fore as a barometer of actual conditions.” 

“As indications of prosperity or depression, 
the production, consumption and prices of iron 
and steel afford more valuable indications than 
other commodities. They furnish a test of the 
extent of construction in a country and par- 
ticularly of the preparation for increased pro- 
duction.” 

“The intimate relation between iron and 
stocks has long since been an accepted axiom 
among those interested in the market. A ris- 
ing stock market means plenty of capital is 
available for the purchase of securities. The 
owners of this capital have enough confidence 
in the industrial situation to lead them to buy 
stocks at advancing prices. The same capital 
and same confidence lead to an increase in 
constructive enterprise in every direction and 
iron is the principal constructive material ; 
hence higher prices for iron and steel and 
greater production.” 


The effort that is now being made is 
to apply these principles to the present 
situation. Up to this writing few, if any, 
seem to have come to any definite con- 
clusions on the subject. 

As the situation stands today we have 
a number of factors working in the 
trade. It is to give the right emphasis 
to each of these factors that is the ef- 
fort of every observer of iron and steel 
conditions. Graphics showing the trend 
of iron and steel production, pig iron 


production and the trend of the stock 
market clearly indicate that there is a 
similar motion all around. 

The three dominating factors in the 
situation are (1) Iron ore (2) Pig iron 
and (3) Finished or semi-finished prod- 
ucts. Generally speaking the prices of 
iron ore are a factor but as they are 
often made under long term contracts 
and as the ore is mined when the sea- 
son permits and sold in many cases for 
a long time ahead there are many varia- 
tions in this factor. Notwithstanding 
these variations, however, the movement 
of ore, when properly interpreted, is, of 
considerable value in judging the broad 
iron and steel situation. 

The second and greater factor bearing 
as it does more intimately on the situ- 
ation is the amount of pig iron produced 
and the market prices of this pig iron 
from time to time. Because the pig iron 
is made and used so much nearer to the 
time of making and selling the finished 
product, its movements are a valuable 
guide. And the fact that pig iron prices 
act somewhat in harmony with the prices 
of steel makes the former especially 
worth watching. 

The amount of pig in process is an 
indication of the condition of the steel 
business, not so much while the pig is 
being made, but for a while ahead. Pig 
iron can be made months in advance of 
its final conversion into steel products. 
For this reason when steel orders are 
piled up for a long time ahead, pig iron 
furnaces are generally going at a good 
pace; and when pig production begins to 
slacken off we must look out for a 
change in the steel business. When the 
prices of pig iron change we must exam- 
ine the situation carefully to see whether 
the demand is falling off, thus causing 
a drop in the price, or whether too much 
has been produced, making holders 
anxious to sell at lower prices. 

Pig iron is the basic form of steel. It 
therefore follows that the movements in 
pig iron have a very close relationship 
to the steel business. 
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The third factor is the amount of fin- 
ished steel being produced. This, of 
course, is governed by the orders on the 
books of the various steel companies. 
Fundamentally it is governed by the con- 
dition of the industrial affairs of the 
country or world. So that when unfilled 


orders increase or decrease it means 
much or little, according to circum- 
stances. The significance of these 


changes must, of course, be interpreted. 

On large orders the steel companies 
usually bid for the business. Small or- 
ders are sold, as it might be said, ‘‘over 
the counter.” When orders are put on 
the books they stand there for a while 
before specifications are made against 
them. Sometimes steel is not delivered 
for six months after the order is given. 
While steel prices resulting from these 
bids are an important factor in the whole 
situation, the entire list of elements in 
the iron and steel business all work to- 
gether toward one end—the upward or 
downward movement in the whole trade. 
The difficult part of the proposition is to 
give to each aspect of the situation its 
true value and importance. 


ok * * 


[X pig iron the situation, in brief, is 
large production with low prices and 
a falling market. Just to show how 
production has reached a stage of 
enormous output it may be said that 
it has increased more than 150 per cent. 
over the past fourteen years, rising 
from 11,773,934 long tons in 1898, 
to 29,727,137 in 1912. In 1911 the fig- 
ures were 23,649,547, hence 1912 was 
the record year. Although 1912 showed 
a large increase over 1911 the current 
year will be above 1912 if the business 
keeps up the pace set at the beginning. 
May 1 we were producing at the rate 
of 34,200,000 tons per annum. The 
course of production per annum by 
months since the first of the year is in- 
dicated by the following figures: 


A TUES, 6:0 on 06 ccuydensseese 33,275,000 
PE wedahoceiccwspeunyes susie 34,050,000 
EE eae eu ss nk dee eee dhe 32,900, 
GE eet re 33,850,000 
BE icc akaeme eve $e is oan oslnne 33,500, 
BID ve asbaspaecds Kees esesages ve 33,250,000 


Up.to May 1 pig iron was showing no 
signs of decreasing. Without the floods 
there would have been still greater pro- 
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duction in April, showing that no change 
had occurred in production in a long 
time. : 

On this side of the iron and steel busi- 
ness there is almost the same situation as 
in the pig iron market. The business has 
not gained any ground over the past few 
weeks, but has come to a halting posi- 
tion, much like pig iron. Of course new 
buying of pig iron has come to a halt 
because the steel business is in about the 
same position. Steel mills are busy and 
will be for some time to come. Orders 
now on the books will keep them busy 
for many weeks, probably three months 
ahead. 

Prices on the various steel products 
are holding rather steadily, but the next 
few weeks should show how much 
longer they will stay at these levels. It 
should be explained that in the various 
centers throughout the country there is 
always a slight variation in price with 
respect to various products, as there are 
so many steel products on the list; but 
on the whole the wide range of steel 
products move along in a rather uniform 
way and there is little variation in the 
price of any one commodity all over the 
country. Both buyers and sellers watch 
the market too closely for any great dif- 
ference between markets. If, however, 
orders continue to run below shipments 
to any considerable extent it seems that 
prices must begin to shrink. 

It has been pointed out that the steadi- 
ness with which steel prices have held 
for months has been most pronounced, 
but this steadiness has not been a factor 
for more than six months. A year ago, 
average prices on a characteristic group 
of products were considerably lower—a 
little more than $4 per ton less than now. 
At that time a good many consumers 
were working off old contracts made 
some time before at low prices. 

Some of the manufacturers do not 
look for any decline in steel prices in the 
near future, even for as far as six 
months ahead. 

Although consumers of steel through- 
out the country are not making any new 
commitments they are not asking for de- 
ferred shipments, nor are they making 
any cancellations. Both of these two lat- 
ter conditions exist sometimes when con- 
sumers are fearful, so that if any of this 

















were going on now it would be an indi- 
cation of some fear for the near future. 
As a matter of fact they are specifying 
steadily ; that is, calling for material al- 


ready contracted for. Compared with 
shipments, however, these specifications 
are falling behind. That is, specifying 
runs all the way from 10 per cent. to 30 
per cent. under shipments, depending 
upon locality. 


* * OK 


HE above shows present trade condi- 
tions. What are the reasons for the 
peculiar position in which the trade finds 
itself? The obvious fact is that the fac- 
tories are piled up with orders sufficient 
to last for nearly three months if noth- 
ing new came in and yet they are falling 
rapidly (June 1) in new business. In 
the case of the Steel Corporation ship- 
ments were going out at nearly its full 
capacity, around 1,200,000 tons, and it 
was getting back only about half that 
amount in orders, a situation that would 
not take long to work a marked change. 
What is to be the outcome of it all? 
Any one of a number of reasons may 
be assigned as affecting the situation 
most. These depend upon the viewpoint 
of the observer. Perhaps the one which 
bears the least weight is that of summer 
dullness. The trade is rather prepared 
just before every summer to see a slack- 
ening of business, but to this cannot be 
attributed the marked stoppage of new 
bookings throughout the trade. Another 
reason is that we are entering into a 
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period of business recession. This 
might be argued pro and con. Those 
economists who are slaves to the cycle 
theory cannot see anything else ahead. 
They argue that in 1893 we had such a 
spell; in 1903 another somewhat less 
severe; therefore in 1913 the tenth year 
depression is again with us. But some 
very strong factors have, over the past 
three or four years, been working 
against any such condition. 

The third and perhaps most weighty 
reason is the uncertainty in the minds of 
thousands of consumers of iron and 
steel. In steel the facts are encouraging 
but sentiment is opposite. Undoubtedly 
people believe that the impending tariff 
changes will work marked changes in 
conditions. It will be noted that the 
change of conditions was coincident with 
the new administration and the stirring 
up of the tariff question. The Steel Cor- 
poration’s orders took a big slump in 
April and again in May—so large that 
there have been few such instances in 
the history of the company. 

This much is certain, that the condi- 
tion of the securities markets means a 
checking of enterprise. Also the legis- 
lation affecting the railroads and the un- 
certain conditions in which these great 
consumers of steel are left as a result of 
the Supreme Court decision tend in the 
same direction. At the moment we can- 
not say more than that the present situ- 
ation is surely a pronounced reaction in 
the steel trade. Whether it will run into 
a depression remains to be seen. 


Reflections and Inflictions 


The Old Grouch says there are three kinds of stocks—investments, specu- 


lations, and peculations. 
* 


7 


It’s no use to accumulate a stock of experience unless you can make it pay 


dividends. 
« 


+ 


Another thing about Old Grouch—he takes all the credit when he makes a 
profit and blames it all on his broker when he loses. 


k 


Our office hoy says he can’t stay awake after nine o'clock at night. 
have bought some California Petroleum. 


this.) 





* 


Should 
(Note.—If you bought some, skip 





What an Investor Ought to Know 


XV—That Book Values Are No Final Basis for Judgment 
By FREDERICK LOWNHAUPT 


average investor is certain to fall 
is the trusting acceptance of the 
stated book value of a security as the 
basis for judgment of that particular 
security. He is to be excused somewhat 


O’: of the pitfalls into which the 


for this, however, if he stumbles, because 


he does not know just what the term 
“book value” means. The average in- 
vestor is thoroughly ignorant of the 
. method and means whereby the book 
value of a security is arrived at. This 
phrase, like many another similar one, is 
something having reference to the ac- 
counting side of the question, and it is 
natural that it is not to be fully under- 
_ stood except by those familiar with book- 
keeping. 

It will, therefore, be proper to explain 
just what is meant when the phrase book 
value is used. It will then be seen why 
the investor should not be content with 
the stated book value when considering 
the security offered. 

In previous articles we have discussed 
the various statements of a corporation, 
the principal ones being the income ac- 
count and the balance sheet. It is upon 
the figures contained in the balance sheet 
that the book value is determined. 

The term book value has more refer- 
ence to the stocks of a corporation than 
to the funded debt. Usually the funded 
debt has for its security some tangible 
form of property, such as the railroad 
line itself or the manufacturing buildings 
of an industrial corporation. It is, there- 
fore, not so much a question of determin- 


ing the book value of a bond as it is the 
book value of a stock. 

It could, of course, be said that there 
is such a thing as book value to a bond 
because there is generally back of the 
bond some definite. property and this 
property is carried on the books of the 
company at a certain valuation. There- 
fore, if a corporation has outstanding ten 
millions of first mortgage bonds which 
have as their security a first lien on the 
entire property of the company and the 
entire property of the corporation is 
valued at two millions in excess of the 
outstanding amount of. bonds, it is evi- 
dent that there is an apparent margin 
of safety in the value of the property. 
This, in substance, is the situation with 
respect to the bonds of a corporation, 
although it should be remembered there 
are numerous variations. 

In considering the security back of 
bonds it is not usual to make any refer- 
ence to book value. There is supposed 
to be sufficient property pledged under 
mortgage bonds to take care of them in 
case the security holders should ever find 
it necessary to take over their property 
to satisfy their claim. 

When bonds are offered for invest- 
ment, it is usual to lay emphasis on the 
value of the property pledged for their 
safety and also to emphasize the value 
of the equity which seems to exist over 
and above the total of the bonds out- 
standing. That is to say, it is frequently 
stated that the bonds have a certain 
amount of property pledged, say 125 per 
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cent. of their total par value, and have 
back of them an equity of a certain 
amount, which usually is figured out by 
taking the market values of the securi- 
ties following the bonds. If the bonds 
under consideration are senior securities 
and there are preferred and common 
stocks, it will be seen that the equities 
will generally work out at comfortable 
figures. 

In the case of railroad and public util- 
ity securities this matter of equity may 
be emphasized with reason in pressing 
the securities for sale, although in the 
case of industrial securities it is appli- 
cable also in a large degree. In the same 
manner there is an equity created for a 
preferred stock when thére is outstanding 
common stock. 

Now it is evident at a glance that this 
equity is highly fluctuating if the secur- 
ities which figure in it are moving up 
and down in price constantly. Whatever 
weight is given to this matter of the 
equity should only be given after a thor- 
ough consideration of the market posi- 
tion of the securities which go to make 
Take, for instance, some 


up the equity. 
of the newer industrial securities that 
have come out over the past two years. 
When they were issued they were quoted 


around par in many instances. In the 
past few months the market prices have 
depreciated enormously, so that the 
equities of some of them have been cut 
down to low figures. 

Judging the value of a bond, however, 
by taking into consideration the actual 
property pledged for its safety and then 
as a further consideration the total mar- 
ket value of the stocks or other securities 
following those particular bonds is some- 
thing entirely different from the matter 
of book value. 

The book value is generally worked 
out by taking the total assets of the cor- 
poration as shown by the balance sheet, 
subtracting from that total the liens 
against those assets and then dividing the 
remainder by the amount of stock out- 
standing. That is to say, all the quick 
liabilities are subtracted from the total 
assets, along with the other liabilities 
such as bonds or notes not considered 
as current or quick liabilities. The re- 
mainder is the amount as representing 
the total book value of the outstanding 
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stock. Of course, if there are preferred 
stocks these must be subtracted at par 
from the remainder and then the second 
remainder gives the figures for the book 
value of the common stock. 

From the method in which the book 
value of a security is derived it is evident 
that the book value cannot be accepted 
as the final basis of value. It changes 
frequently and often in a manner that thé 
investor does not become aware of until 
some time later. The change in the 
quotation of the stock in the open market 
may not be great over a moderate period 
of time, yet the change in the book value 
of the security may be considerable. 

Yet again the change in the book value 
of the stock may remain almost station- 
ary and the quotation may go slumping 
down many points over a short period of 
time. There is one security that might 
be mentioned that showed a few months 
ago a book value of around 120. A cur- 
rent balance sheet would still show it 
nearly as high. Yet that stock has gone 
down to a quarter of the book value in 
a few months. 

The investor must ask about these 
things if he would not make serious mis- 
takes in choosing his securities. He must 
look into the factors that give book value 
to a security. There are some industrial 
companies without any bonded or funded 
debt that might show handsome figures 
for book value, yet a very large part of 
that book value is derived from the lib- 
eral figures which the property is put at 
in the balance sheet. That is to say, the 
company may have no bonded debt, so 
that when the current liabilities are sub- 
tracted from the total assets there re- 
mains a substantial sum, and it would 
look as if the stock had a large value. 
Yet the company’s working capital may 
be small because current liabilities may 
nearly offset current assets and leave 
little except the property against which 
it would be necessary to figure the book 
value of the stock. 

It is evident that this is a precarious 
asset against which to figure the value of 
the stock. The figure may show up good, 
yet the company may have insufficient 
working capital and may be even hard 
pressed for funds. It may be unable to 
carry on its business as it should and may 
be even showing very poor earnings. 
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Yet in spite of all this the book value 
of the stock may show in high figures. 

In brief this is the situation that the 
investor must consider, for it touches 
him in two ways. One of these is when 
he buys the securities themselves which 
are rated at a high book value and is led 
to believe that there is something par- 
ticularly good about this fine statement 
of book value. The other is when he 
buys securities which are secured by col- 
lateral, part or all of which consists of 
stocks which are rated at a high book 
value. 

The writer calls to mind the case of 
certain notes of a railroad which were 
secured by a miscellaneous lot of col- 
lateral, the bulk of which were stocks. 
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The book value of the stocks made the 
collateral look as though there were $150 
securities for every $100 of notes to 
strengthen the obligation, which was al- 
ready the direct obligation of a large 
railroad. Yet the notes sold at a large 
discount a short time before maturity. 
The investment public had discerned the 
true value of the notes and had not paid 
much attention to the rosy estimates 
of the value of the collateral back of 
them. 

The book value of a security may be 
an excellent and useful factor in selling, 
but as a final appraisement it is often 
useless and actually misleading. A crit- 
ical analysis of the factors that go to 
make up book Value is a safer course. 








Bond Market Topics 








What About Convertible Bonds Now?— 
Investors who want to get a large degree of 
safety in their investments and yet want ad- 
ditional possibilities of profit by holding such 
bonds may well look to convertible bonds 
now. Everyone knows what has happened in 
the stock market over the past three or four 
months. With the whole market falling some 
25 points on the average there are sure to 
arise some fine opportunities for good buy- 
ing. 

Those opportunities seem to be here now. 
The purchase of good convertible bonds can 
now be recommended with a very favorable 
chance of showing substantial profits over 
the next few months. The slump in invest- 
ment values both in the stock and bond list 
has brought the convertibles down to the 
basis of investment values purely. The whole 
list is now selling at or close to the point 
where they return an investment income so 
that if bought now they could be taken for 
that reason alone if for no other. But anyone 
that takes on convertible bonds now gets not 
only a satisfactory income return but also the 
added likelihood of increment in principal 
through advance in the stock market later on. 

This same thing happened in 1907. Stocks 
are down now and of course everyone knows 
they will not remain down a great while. 
Some day they will be back at the high prices 
again. herefore the purchase of convertible 
bonds now, at least those bonds which are 
exchangeable for stocks that are on the list 
and which move with the general market, car- 
ries along with it the certainty of profit in 
the other direction. 

When stocks are high the purchaser of con- 


vertible bonds usually gets something less 
than a satisfactory investment income and 
pays rather high for the possibility of getting 
some advance in the stocks. As often as not 
under those circumstances he gets little or 
no profit from enhancement from stock values. 
There is every. argument for buying conver- 
tibles now by anyone who is satisfied with 
something good but not of the highest grade 
mortgage investment. 





What the New Financing Shows.—There 
is not always direct advice in such aspects of 
the markets as the new financing that is done 
during any month, but if one reads between 
the lines there is often much valuable infor- 
mation to be gained and some profit derived 
if the indications are carefully observed. The 
investor that watches the signs of the times 
must note the amount of new stocks, bonds 
and notes that the corporations put out from 
month to month. 

If he noted the result for the month of May 
he saw that the indications were of a tight 
money situation and no immediate relief that 
would enable the corporations to put out large 
quantities of long term bonds. In that month 
the financing not only shrunk a great deal 
from the figures of the previous year, but 
it also went contrary to precedent. The total 
amount done during the month was around 
$112,000,000, which was more than $200,000,- 
000 below the figures for the month of 
May, 1912. 

In many years the trend of new financing 
has been upward during the first half of the 
year, larger amounts being issued as June 
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approached than in the earlier months. This 
year the situation has been reversed. There 
has been a steady decline since the first of 
the year. 

The feature of the present situation is that 
notes have predominated during the past few 
weeks. In the earlier part of the month bonds 
came out strongly and even some stocks. But 
the amount of notes has risen greatly during 
the past month. The corporations have been 
unable to get money on long-time securities, 
so have had to resort to notes. When the 
long-term bonds come out strongly again we 
may then look for a better securities market 
and an upturn in the amounts issued month 
by month. 





How Far Will the Stock Market Carry 
Bonds?—It used to be said that the stock 
market and the bond market had no such 
close relation that when stocks went down or 
up bonds should be affected in the same de- 
gree. In the days before 1908 it also used to 
be believed and with some reason, too, that 
when the stock market went down the bond 
market was reasonably sure to be strong on 
the theory that when people were losing 
money in stocks and becoming frightened 
they were turning to bonds. 

This theory was almost proved conclusively 
until in 1908 we saw the two markets moving 
simultaneously so that in 1909 we had both 
good stock and bond markets. Over the past 
eight months we have had another clear dem- 
onstration that the two markets move to- 
gether nowadays. Bonds have been declining 
since 1909, but the past eight months have 
added a large part of the fall. In that time 
the stock market has fallen some 25 points or 
thereabouts. 

For weeks the newspapers and bond men 
have been telling people that the time for 
bond buying had arrived and that bonds were 
cheap. But as the past three or four weeks 
have witnessed, all that missionary work has 
gone for naught. In May standard bonds 
took another tumble and kept on going dur- 
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ing the first part of June. In the first two 
weeks of June they fell something over 4 
points. Now the question that bond men are 
asking is how far the stock market will carry 
them and whether we will have a revival in 
bonds before we have a further upturn in 
the stock market? 





Foreign Sellihg of Our Bonds.—The dis- 
concerting factor in the financial markets 
over the past few weeks has been the per- 
sistency with which the foreign holders of 
our bonds have been selling. Europe has to 
help us out in the disposal of our vast 
amounts of securities that are disposed of 
during any year, for from the standpoint of 
new capital we are always a borrowing nation. 

The slump in the stock markets over the 
past few weeks has brought along with jt a 
tremendous outpouring of bonds also. Our 
markets have had to absorb many bonds as 
well as large quantities of stocks, making it 
all the harder for our bankers to distribute 
the new securities that should rightfully come 
out from month to month. 

The influence that this situation will exert 
on the investment markets in the near future 
remains to be seen. The vital relation be- 
tween conditions abroad and our investments 
markets has been forcibly demonstrated dur- 
ing the past few weeks. In many a move- 
ment in past years when Europeans sent back 
large quantities of stocks they have refrained 
from selling large amounts of bonds, but this 
time there seems to be added the bond selling. 

The general monetary conditions no doubt 
account for this situation, but there was in- 
jected into the situation a new factor when 
the Frisco went into receivership. The fact 
that the company had just disposed of some 
of its bonds, many of which were sold abroad, 
aggravated the conditions and caused a bad 
sentimental condition abroad on our securi- 
ties generally. There must be a return of 
confidence among investors abroad before we 
can expect them to come in with a strength 
and confidence. 





Deort let the statement of book value of a security affect your attitude 

toward purchasing, inasmuch as that figure is derived merely by account- 
ing processes and is no absolute indication of exact worth. There have been 
instances of book value being shown seventy-five dollars per share above the real 
value of the security. 


MORTGAGE lien gives only the relative position which a bond holds in 


the financial make-up of a company. 


It does not mean that the investor 


will be able to take the property specified for his bond, as that would be im- 


practicable. : t 
company to support his security. 


The investor should therefore look to the earning ability of the 











Waterworks Securities 


By SCHUYLER R. SCHAFF 








considerable amount of attention 

from investors in the last few 
years and have been especially promi- 
nent through street and interurban rail- 
ways, electric light and gas properties. 
Investors do not appear to have invested 
any large part of their earnings in water- 
works, although they are one of the most 
important utilities of the group. 

In general, investors have placed their 
savings in properties that are safe, and 
show a probability of future increase in 
earnings and selling value. Waterworks 
stocks seldom have fluctuations worthy 
of raising the hopes of the most enthusi- 
astic optimist. They are the slowest to 


Pv censi utilities have received a 


develop of any public utility and cost the 
most per capita of population served. 
They are a steady investment, even 
more so than electric light properties. A 
great deal has been written based on the 


idea “Once a customer of an electric light 
system, always one.” That is nearly 
always true, but never fails in a water 
system. 

Another cause has had the effect of 
keeping water securities from the atten- 
tion of investors. As they have usually 
been financed by the city in which they 
operate, their bonds have the protection 
afforded community securities, such as 
school bonds, road bonds and others of 
that nature. They are therefore legal 
for savings banks, and are taken up by 
them in large quantities. The few left 
to investors are often sold locally, and 
are bought as much through local pride 
as for their value. Only a small propor- 
tion of water systems of the United 
- States are owned by private individuals 
or corporations other than municipalities. 

It is generally conceded that all busi- 
ness to be successful must have passed 
through a critical period at its beginning 
and have depended at that time on the 
business capacity of a man or group of 
men guiding it. Its development to a 
successful continuance is the more diffi- 
cult the longer it takes to reach a profit- 
able operation. 


Pitfalls appear that seem innocent at 
the time but may have disastrous results 
in the future. Waterworks are peculiar- 
ly susceptible to lack of foresight at this 
stage of development. A conservative 
estimate would place the cost of water 
fixtures at five times the amount required 
for electric installation, if a residence 
with fixtures in keeping with its size is 
considered. A previous water system, 
such as wells and windmills, may have 
been installed at a great cost and it will 
be found just as difficult to induce a cus- 
tomer to discard an old system of his own 
in favor of the water company as it will 
be for him to leave his new fixtures and 
go back to his old. New customers come 
in slowly, then, with the result that earn- 
ings are slow to develop. Construction 
in water systems is also a slow process, 
taking as long as five years in cities of 
approximately thirty thousand people. 

During development, it is a temptation 
to any one to accept a consumer at re- 
duced rates in order to secure his busi- 
ness and increase earnings as soon as 
possible. A manager often makes this 
mistake while his mind is occupied with 
other details and does so without realiz- 
ing its importance. 

Primarily, the effect of a reduction to 
one customer is to create the impression 
that favoritism is being shown. A 
waterworks is in the peculiar position of 
all utilities of being a public necessity 
and the public must be treated en masse 
and without favoritism except to churches 
and institutions of that nature. Legal 
suits could be successfully brought 
against any company on the same princi- 
ple that railroads can be sued for rebat- 
ing. Further, what is gained by one 
customer would be offset by the general 
discontent of the rest. 

An investor should see that the allow- 
able bills are charged in full, if it is a new 
system. Long established ones that 
show good earnings can be considered as 
having gone through this period success- 
fully and do not require a detailed in- 
vestigation of this kind. 

















From an engineering standpoint a 
water system can be classed as either a 
gravity or a pumping system. The aim 
of every engineer is to instal the former, 
if possible. It consists fundamentally of 
reservoirs to catch and retain rainfall and 
a distributing system of pipes. It is nec- 
essary to have the natural advantage of a 
drainage area of sufficient extent to ful- 
fill the requirements of the town and high 
enough for water to flow from there by 
gravity. These natural facilities are 
often impossible to find near the desired 
location and it is necessary then to put in 
a pumping system. 

The cost of maintenance on a pumping 
system is considerably more than that on 
a gravity system of the same size and 
should be of importance to an investor. 
He should make sure that the allowable 
charges for house service as given in a 
franchise will cover the amount neces- 
sary for operation, whether pumping or 
gravity system is in use. This is neces- 
sary in a new company organized with- 
out municipal financial assistance when 
payments on bonds depend on net earn- 
ings; i. e., the difference between income 
collected under the franchise and cost of 
operation. 

The investor should not infer that the 
operation of a pumping system is so ex- 
pensive that earnings are decreased to a 
dangerous limit. It is always more ex- 
pensive to operate a pumping system 
than a gravity one, but in good practice 
a suitable allowance is made in a fran- 
chise permitting the company to charge 
customers higher rates than would be 
allowed if a gravity system could be in- 
stalled. 

While the distinction between gravity 
and pumping systems is of vital import- 
ance to an investor interested in water 
companies operated by corporations 
other than municipalities, it is not perti- 
nent to discriminate between these sys- 
tems if the securities are guaranteed by 
the town itself. In that event, earnings 
and capital value are derived partly by 
taxation and are assisted by any income 
from other enterprises operated by the 
city. 

Further, this discrimination is only 
applicable to new water companies, as it 
can generally be assumed with safety that 
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having once established their earning ca- 
pacity, they can be counted on to keep it 
up to the end of their franchise limits, 
regardless of panic or any other unfav- 
orable money conditions. 

A water franchise is the easiest to ob- 
tain of all the utility franchises. A 
distinct advantage over interurban rail- 
roads is that one community alone has to 
be dealt with. It has a further advant- 
age over street car and electric light 
properties, that no obstructions showing 
above the ground are to be placed perma- 
nently where they can be objected to by 
residents. Waterworks franchises have 
another advantage, that property holders 
secure a reduced insurance rate through 
added fire protection. But it requires a 
good business man to acquire a site for a 
reservoir, because there are rarely any 
two places that can be selected with equal 
advantage. This condition places a com- 
pany in the position of having to buy a 
particular piece of ground belonging 
probably to several landowners, all ready 
to be made millionaires at once. Con- 
demnation proceedings are expensive and 
not conducive toward earning the good 
will of the public. 

It was formerly considered that a 
water company had such a sure grasp on 
the situation that they could behave in 
any manner they chose and disregard the 
comfort of consumers. A _ recent .and 
more cheerful view of the situation is 
that a public utility, no matter whether 
it be a waterworks or a street car line, is 
a servant of the public and should be 
alert to public demand. This attitude 
has been reflected in better earnings, and 
seems to show that a satisfied customer 
is a good investment, even though he 
may have to be a customer through lack 
of competition in the sale of a necessity. 

The cost of a water system cannot be 
accurately determined unless conditions 
surrounding the case have been thor- 
oughly investigated. The investor can 
safely assume, however, that in cities of 
between twenty-five and thirty thousand 
inhabitants, the capitalization of a system 
would not be over thirty-five dollars per 
capita. This value is certainly safe and 
should cover every ordinary case. Main- 
tenance charges per annum are generally 
from 50 per cent. per capita for gravity 
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systems to $1.00 per capita for pumping 
systems. That should include all charges 
except dividends, depreciation and fixed 
charges. 

The principal holding company for 
waterworks is the American Waterworks 
& Guaranty Company, incorporated 
under the laws of New Jersey and capi- 
talized at $20,000,000, half common and 
half preferred stock. Their holdings are 
located in the principal cities where the 
water company is not owned by the mu- 
nicipality itself. They include the 
Birmingham Water Works, of Alabama, 
the Racine Water Company and the 
Water Company of Chattanooga, Tenn., 
besides many others. This company has 
been paying 6 per cent. on its common 
stock since its origin, and 6 per cent. on 
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its preferred stock since listing in 1912. 
Its last fiscal year shows earnings of over 
a million dollars. 

A water company can be classed as a 
cash business. It has been customary 
for customers to pay in advance for at 
least three months. This affects the in- 
vestor chiefly because the business risk of 
uncollectable bills is entirely obviated, 
and it can be assumed that all customers 
are sure pay. This means also that only 
a small working capital is required in- 
stead of having to finance a large payroll 
while waiting for payments to be made. 
While investors can be advised to invest 
in any well established waterworks, 
speculators would find them about 
as easy to skyrocket as government 
bonds. 


Hints For Investors 


O not depend upon the guarantee of your investment when it is 


the obligation of a subsidiary company. 


Even if it should be 


the obligation of the parent company it may suffer badly when 


trouble comes. 


For real protection of the security the subsidiary 


company should be able to take care of its obligation without assist- 
ance, otherwise the ultimate fate of the security is doubtful. 


* 


O not take too many securities from any one house where the 
future of these securities is qualified by statements of what the 


companies are expected to earn 


or it is 


estimated that they will 


earn or that at the rate they are now earning income will be so much 


next year or next month. 
basis for buying securities. 
* 


Estimates of future conditions are no final 


* 


F you buy collateral trust securities, that is, bonds secured by stocks 
or other bonds, make a very careful study of the collateral and do 
not be too ready to accept book value as the basis of valuation for the 


collateral. 


There have been some wretched examples lately where 


book values went to pieces under a slight strain. 


* 


RAILROAD 
discounts is 
meeting maturities 


* 


whose junior securities are selling at enormous 
in poor credit. 
when the money market is bad. An 


Poor credit means difficulty in 
investor 


should always keep this in mind, for a money squeeze may mean re- 
ceivership and all the consequent ills and probable losses. 
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INVESTMENT: The placing of capital in a more er less permanent way, mainly for the income to be derived therefrom 


Investing for Profit 


A Review of General Principles and Practical Methods 
By G. C. SELDEN 
Author of “‘ Psychology of the Stock Market,’’ etc. 


XII—The Three Sources of Profit in Buying Securities 


N the twelve chapters of which this is 
the concluding number, I have en- 
aeavored to develop the subject :n 

as simple and straightforward a way as 


possible, avoiding unnecessary technicali- 
ties, and yet covering in a fairly syste- 
matic manner the most important prin- 
ciples of the science. 

The reader has not failed to observe 
that my chief effort has been to bring 
this problem of investing for profit down 


from the-clouds, in which it has been 
enveloped by statisticians, auditors, ac- 
countants and many financial writers, 
and to present it in such a way that the 
practical business man or investor may 
apply his natural common sense to the 
matter of buying and selling securities in 
much the same manner as he would ap- 
ply it in the management of his own per- 
sonal affairs. 

In summing up the principles of the 
science of investing for profit, we see 
that every opportunity for making a 
profit in this way must come under one 
of three different heads: 

(1) A transition in the money market 
from a high money rate to a low one. 

A continued high money rate naturally 
and necessarily means low prices for in- 
terest-bearing securities. When the con- 
ditions that have caused this abnormally 


high money rate pass away and money 


becomes plentiful, it again seeks employ- 


ment in interest-bearing securities, until 
the increased demand for these securities 
gradually lifts their prices to a higher 
level. The investor can participate in 
this upward movement by buying bonds 
or high-grade dividend-paying stocks as 
soon as the money situation takes a turn 
for the better, after a period of high 
rates. 

Three methods have been suggested 
by which such a purchase may be made 
intelligently : 

(a) When a perfectly sound security 
is selling at a price which gives a much 
larger interest return on the money in- 
vested in it than has been usual in the 
past history of that security, and larger 
than is usuah for other similar securities, 
owing to a general high rate for money, 
the investor may buy it with confidence 
that it will sell at higher prices at some 
later date, when money conditions be- 
come easier. 

Likewise, when such a security reaches 
a price so high that the interest return on 
that price is abnormally low, the investor 
will sell, assuming that he will later have 
an opportunity to repurchase at a lower 
price. 

(b) By consulting a graphic showing 
the excess of New York bank deposits 
over loans, or deficit under loans as the 
case may be, the investor can easily ob- 
serve when there is such a liberal ac- 
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cumulation of capital in the banks as to 
forecast an overflow of that capital into 
securities, thus producing an upward 
movement of prices. In the same way 
he may note the disappearance of excess 
deposits which precedes a period of scar- 
city of capital and falling prices, and take 
an early opportunity to dispose of his 
security holdings. 

(c) By keeping a graphic showing the 
average high, low and closing prices of a 
well-selected list of stocks, together with 
the total volume of sales in the New 
York stock market, he will find the ac- 
tion of the market of some help in form- 
ing his opinion as to the best time to in- 
vest or to close out his investments. As 
for example, the period of quiet succeed- 
ing a disastrous panic, or dullness after 
a big speculative boom. The conclu- 


sions drawn from this source, however, 
must be kept strictly supplementary to 
other considerations and not used as a 
main reliance. 

(2) The second class of opportunities 
for investing for profit arise from the 
change from dull business to active busi- 


ness. This follows the transition from 
high money to low money, but after a 
considerable interval. The length of 
this interval cannot be determined in ad- 
vance. With good crops and quiescent 
politics the interval may be short, and 
bad crops or disturbing political condi- 
tions may lengthen it out to several years. 

All the three methods mentioned above 
will aid the investor in buying his securi- 
ties during a period of dull business, 
which will work out into renewed activ- 
ity. The low price is, of course, an es- 
sential element; and both the money 
market and the stock market give im- 
portant help by preceding or “discount- 
ing” improved general business. I have 
also called attention to three other princi- 
ples which will aid the investor in mak- 
ing up his mind: 

(d) Per cent. of railroad operating 
expenses to gross earnings (Chapter V). 

(e) Advance orders of industrial com- 
panies on the books (Chapter VI). 

(f) Maintenance of relatively high 
earnings during dull times (Chapter 
VII). 

(3) The third class of opportunities is 
found in the selection of the securities of 
a company which must grow, because of 
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the favorable conditions by which it is 
surrounded. In this case all of the six 
methods mentioned above will be applied 
as tests, either to the general situation 
or to the particular security under con- 
sideration. 

In additional, two other methods have 
been discussed : 

(g) Examination of the general con- 
ditions surrounding the company. 

(h): Study of the statistics covering 
the past history of the company and its 
securities. 

Both these subjects were taken up in 
Chapters VI, VII and VIII. 


PRACTICAL APPLICATIONS, 


The desire of the investor will be to 
combine all of the above methods, so far 
as possible, in deciding what and when 
to buy or sell. He will naturally begin - 
by keeping in mind methods (g) and 
(h); that is, noticing the general devel- 
opment and progress of leading compan- 
ies and of different sections of the coun- 
try, and keeping a brief statistical mem- 
orandum of results shown by annual 
reports, as previously explained. 

In doing this, points (d), (e) and (f) 
will put in their appearance and be duly 
considered as a matter of course. 

The investor will soon have in mind a 
number of securities that seem to him to 
be especially in line for growth, and will 
plan to buy them—when the right time 
comes. 

In deciding on the right time, he will 
consider methods (a), (b) and (c). 
Method (a) requires no special prepara- 
tion. As for methods (b) and (c), I 
have fully explained the exact process of 
constructing the necessary graphics and 
keeping them up to date, together with 
the principles on which they are based; 
but the actual work of compilation is 
being done by others, in case the investor 
prefers to take their figures instead of 
keeping his own. 

A number of mistakes may be brieflv 
mentioned, which should be avoided. 
One of the most common is becoming 
wedded to some particular theory or 
idea, so that it assumes in your mind a 
much greater importance than it does in 
the minds of others. It is necessary to 
consider al/ the facts impartially and to 
maintain a well-balanced point of view. 
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Another similar error consists in being 
influenced by some personal prejudice, 
political or otherwise. 

It is a mistake to push a mathematical 
or statistical deduction to its extreme 
conclusion. It is, in fact, quite notice- 
able that the man of mathematical taste 
and training is not, as a rule, as good a 
judge of investments as the one of a more 
practical business temperament. Mathe- 
matics lead us to an absolute conclusion 
provided our premises are assured; but 
in business or investment studies, the 
selection of the right premises is the most 
important consideration. 

In general, any extreme conclusion is 
to be distrusted, for even if it is correct 
it will not be credited by the majority of 
investors and hence will not have its full 
effect on market prices. 

The worst mistake of all, probably, for 
the simon-pure investor for profit, is to 
be gradually led into an effort to catch 
relatively small fluctuations in the mar- 
ket. If you elect to be an investor stick 
to your chosen field, no matter what fine 
opportunities you may imagine yourself 
to be losing. If you want to speculate, 
learn how first, and keep your specula- 
tions strictly separate from your invest- 
ments. 
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It may be asked, what profits can be 
expected from the application of the 
principles here explained? Results will 
differ widely with various persons, and 
at different times with the same person, 
but an average return of 20 to 25 per 
cent. a year, including both interest and 
profits, is not an unreasonable ambition. 


Notre.—Several readers have asked 
for a sample of the stock market graphic 
described on page 43 of the May issue. 

The following small illustration will 
make the meaning clear: 
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(The End.) 


ANNOUNCEMENT. 
The above series of articles will be issued in book form immediately, 


bound in cloth, price $1.06 postpaid. 


If the reader is to get practical bene- 


fit, he should have the whole series at hand for convenient reference and in 


permanent form. 


The book will be ready for delivery at an early date. 


In the August issue Mr. Selden will begin a new series under the title 
“The Art of Interpreting Financial Conditions.” 
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Prices, Intrinsic Values and Earnings 
Do Not Always Harmonize 








Atchison ° 


TCHISON, which is one of the 
best railroads in the country 
and, in fact, has been declared 

by some critics to be the best operated 
system in the whole Union, has suffered 
in the recent semi-panic conditions in the 
stock market along with all the other 
stocks. But has the depression in its 
stock been justified by conditions existing 
in the company itself? 

Not in the least. As a matter of fact, 
the fiscal year to end June 30, 1913, is to 
be the record year in earnings—a year 
wherein the company will show approxi- 
mately 9.6 per cent. earned on its common 
stock against 8.2 per cent. for the previ- 
ous year. The actual balance estimated 
to be left for the common stock at the 
end of the current year will be $17,500,- 
000 as compared with $13,951,551 last 
year. 

This is based on the trend of earnings 
and conditions generally for the first ten 


months of the current year. All through 
the year the company has been showing 
steady gains in gross earnings. And the 
outlook is just as good as the past few 
months, since there are fine crops prom- 
ised this year. This year the system 
operated the largest mileage in its history 
and saved more for net earnings than 
ever before. 

There is a little more stock to be taken 
care of this year than last, since during 
the year there have been some conver- 
sions from bonds into stock, but the 
amount of stock is only about seven 
millions over the figures of June 30, 1912. 
And the company is not showing the fine 
earnings at the expense of the property, 
for this year liberal appropriations of 
gross earnings have been put back into 
the property and maintenance has been 
properly provided for, the larger part 
going into equipment. 


Canadian Pacific 


ANADIAN PACIFIC stock has had 
a most checkered career over the 
past few months, dropping from around 
285 down to 218, going back to 244 and 
then coming down with a thud to 213 
again. The stock has seesawed back and 
forth as quickly over ten point changes 
as many another stock goes back and 
forth one point.. But that has indicated 
its technical position in the market rather 
than its position as a railroad operating 
at high efficiency and making records 
in earnings. 

One of the records it has broken for 
the year, or at least is likely to break 
for the year ending June 30, 1913, based 
upon three-quarters’ showing, is that of 
gross earnings. This year the figures 
are expected to show something in the 
neighborhood of $140,000,000 to $145,- 
000,000, which will be about $17,000,000 


over the showing for the year ended June 
30, 1912. Also the net earnings for the 
present year are expected to be about 
$38,600,000 as against $35,319,000 for 
the previous year. 

Out of this comes about $6,000,000 for 
charges, leaving for this year an esti- 
mated amount equivalent to about 17 
per cent. on $198,000,000 of stock. On 
the basis of $180,000,000 stock, which 
was the amount last year, there would 
be something like 18 per cent. as com- 
pared with something around 16 per cent. 
last year. 

Not only has the Canadian Pacific 
taken proper care of itself in the matter 
of upkeep, but it is now going on with 
a large program of extension, recently 
completing some 400 miles, with another 
500 miles to be laid into the agricultural 
regions—a program which involves some 
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$21,000,000. A short time ago the com- 
pany had out about $30,000,000 worth of 
equipment orders. During the past year 
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some $60,000,000 new stock was issued, 
but this will not begin to draw dividends 
until late this calendar year. 


Chicago & Northwestern 


ERE is another investment stock that 
has suffered in the general liquida- 
tion of securities in the face of the fine 
showing that the road is making. Since 
1910 the company has increased gross 
earnings some $7,600,000, and for the 
ten months ended April 30 of this year 
there were shown net earnings sufficient 
to take care of the charges of the system 
some two and one-half times over. 

Like some of the other roads of the 
country that are making records this 
company has been doing the same, but 
not at the expense of upkeep. Liberal 
expenditures for maintenance have been 
necessary to keep the road in condition 
to handle the traffic. Large crops ex- 


pected this autumn have added to this 
necessity. 

Ten months’ surplus for dividends was 

$12,498,000, a gain of 42 per cent. com- 
pared with last year, when the figures 
were $8,726,000. This fiscal year ending 
June 30, 1913, the earnings available for 
stock will be in the neighborhood of 
$14,000,000, which if realized will show 
the full 8 per cent. for the preferred stock 
and 9.5 per cent. on the common stock, 
compared with a little over 7.5 per cent. 
on the common last year. Possibly the 
showing for the common this year will 
be better, but it is estimated that the 
above figures for the common are con- 
servative. 





The Optimist 


HE general business of the country is good. Factories are fairly busy, 


merchants are handling a fai) 


output, 


warehouses are not bulging, 


store shelves are not over-crowded. Business men are making some money; 
for though business expenses are very high the prices of goods are high, 


also. 


But—and herein lies large hopes and great expectations—it is all a 


hand-to-mouth business. 
wants. 


present. And it is a large future. 


It will come to us open- -mouthed, hungry, voracious. 
It will command us to expand our mercantile 


present wants seem “piffle.” 


It is the supplying of immediate and current 
It is the filling of daily needs. 

We are not preparing for a large future. 
But the future is marching towards us. 
It bulks vaster than most of us suppose. 


We are simply marking time. 
It is bound to merge into the 


It will make our 


establishments, to enlarge our plants, to erect mammoth factories, to rip 
out old machines and to substitute new. To double-up, speed-up, hustle-up. 
I don’t know what day the future will arrive, but I do know that the 


present is bound to turn into the past; 


the future unfold into the present, 


and it will bring its voracious appetite along.—Agricultural Advertising. 











The Frisco Receivership 


A Peculiar Situation—Probable Results 
By J. HOWARD GIBBS 








HY should a company go into re- 
W ceivership which has paid divi- 
dends on its first preferred stock 
regularly from 1902 to date, and which 
in its current fiscal year, ending June 30, 
is expected to show a balance for divi- 
dends of $1,500,000 above all charges—a 
sum equal to 30 per cent on the first pre- 
ferred? 

Why should the president of that com- 
pany announce on May 21 that arrange- 
ments have been made to protect the 
obligations due June 1, application for a 
receiver be made May 27, and the self- 
same president be appointed as one of the 
receivers June 1? 

These are some of the questions that 
are puzzling the Paris bankers who stood 
sponsors for a block of Frisco bonds sold 
to French investors some thirty days be- 
fore receivership. It is not to be won- 
dered at that they are taking active steps 
to investigate and to protect the interests 
of their clients. 


OVER-EXPANSION. 


The receivership is, in a general way, 
the result of persistent over-expansion 
during a period of painful scarcity of 
capital. A glance at the situation of the 
company, as shown on the map herewith, 
makes it clear why this campaign of ex- 
pansion was undertaken. 

The present company was organized in 
1896, and then consisted of about 1,500 
miles of road, running from St. Louis 
southwestward into Missouri, Arkansas, 
Kansas, and northern Texas, 

In 1903, the Rock Island interests,, in 
connection with an ambitious plan for 
railroad control and rearrangement of 
capitalization to permit such control, 
bought nearly all the common stock of 
the Frisco, and by means of leases, and 
the building of branches and connections 
started on a campaign of enlargement. 
Frisco had already in 1902 acquired the 
Chicago & Eastern Illinois, which in turn 
controlled the Evansville & Terre Haute. 


This purchase had been made to secure a 
coal supply and to afford an independent 
entrance into Chicago. 

The new owners began to reach out 
into the South and West. Birmingham 
was tapped, and the rich new country of 
Oklahoma was made the field of exten- 
sive new construction. 

By 1909 it was clear that the vaulting 
ambition of the Rock Island interests had 
o’erleaped itself, and the common stock 
of the Frisco, which had been bought for 
control, was sold to the Yoakum-Hawley 
group of capitalists. 

Ownership of the Frisco had proved 
expensive to Rock Island, but this did not 
discourage B. F. Yoakum. The road 
was in a splendid growing territory and 
a great opportunity certainly seemed to 
be before it. To serve the business and 
agricultural interests of the region and 
to keep up with the rapid development, 
further expansion was practically a 
necessity. 

In 1911 the Frisco and the Louisville 
& Nashville jointly secured control of the 
New Orleans, Mobile & Chicago, thus 
reaching New Orleans; and in December 
of that year the Memphis, Arkansas & 
Louisiana was incorporated with $25,- 
000,000 authorizéd stock to build from 
Memphis to Port Barre, La., a point on 
the New Orleans, Texas & Mexico west 
of New Orleans. 

The latter road had been formed by 
Frisco in 1910 as a consolidation of sev- 
eral smaller lines from New Orleans to 
Brownsville, Tex., 990 miles in all, and 
affording a direct line to the city of 
Mexico via the National Railways of 
Mexico. 

These were big plans, but not any 
bigger than seemed to be demanded by 
the territory and conditions by which the 
Frisco System was surrounded. Chi- 
cago, Evansville, St. Louis, Memphis, 
Birmingham, New Orleans, Kansas City, 
Wichita, Oklahoma City, Dallas, Ft. 
Worth, Houston and Galveston were 
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thus linked up into a grand net-work 
leading to the Rio Grande and Mexico. 
Eleven great States were laid under trib- 
ute and the mileage of the system had 
grown from 1,500 miles to over 7,500. 


TROUBLES MULTIPLY. 


But now the troubles of the big com- 
pany began to multiply. The Chicago & 
Eastern Illinois had been purchased at 
the extravagant price of $250 each for 
the common shares and $150 for the pre- 
ferred. Big dividends were necessary 
from this subsidiary to afford returns on 
such a price. For a time they were paid 
—8 per cent. on the common in 1904, 
1905 and 1906, 10 per cent. in 1907 and 
1908, 7 per cent., 8 per cent., and 9% per 
cent. respectively in 1909, 1910 and 1911. 

In 1912 came relatively hard times for 
many railroads, so far as net earnings 
were concerned, and 5 per cent. was the 
best that C. & E. I. common could declare 
—a small return on a price of 250. The 
total loss to Frisco in 1912 on its owner- 
ship of C. & E. I. was about $300,000, 
which could ill be spared; and for the 
1913 fiscal year this loss would have 
approximated $1,000,000 had the re- 
ceivership not intervened. 

There was also trouble in the South. 
In its last fiscal year the New Orleans, 
Mobile & Chicago fell $150,000 short of 
earning its interest charges and taxes, for 
half of which Frisco was responsible. 
The New Orleans, Texas & Mexico 
rolled up a deficit of over $900,000, half 
of which was said to be due to extra- 
ordinary floods. 

In the mean time, Frisco had been pil- 
ing up its bonded indebtedness in a some- 
what reckless way. Ten years ago the 
bonds represented 77 per cent. of the 
company’s gross capitalization, which 
was large enough in all conscience; but 
this had now grown to 85 per cent. The 
stocks represented only 15 per cent. of 
the total capital, compared with 31 per 
cent. for Missouri, Kansas & Texas, 44 
per cent. for St. Louis Southwestern, 
46 per cent. for Atchison, and 53 per 
cent. for Kansas City Southern—all 


roads operating in similar territory. 

As a result of this topheavy capitaliza- 
tion, fixed charges in 1912 consumed 98 
per cent. of the total surplus available. 
The only reason the road was able to con- 
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tinue dividends on the first preferred 
stock was that there was only $4,993,000 
of that issue outstanding, so that the 
total dividend charge on it amounted to 
less than $20,000. 

It became increasingly difficult for the 
company to sell new securities. The 
bond market was non-receptive even to 
the best of gilt-edged issues. Frisco re- 
sorted to short term notes, in the expecta- 
tion that the notable improvement in 
business for the 1913 year would make 
it possible to extend such notes or pay 
them off. Some of these notes came due 
on June 1 and whatever the exact reason 
may have been, the money was not forth- 
coming. St. Louis interests applied for 
a receivership. 


RECEIVERSHIP PROBABLY BENEFICIAL. 


There can be little doubt that the re- 
ceivership will benefit the company in the 
end, and doubtless it was for that reason 
that Yoakum and Winchell viewed the 
situation with such noticeable sang froid. 
The road will get rid of C. & E. I., which 
it no longer needs, having now coal sup- 
plies on its own lines and good connec- 
tions to Chicago over other routes. The 
excessive bonded indebtedness will have 
to be scaled down, extravagant salaries 
will be trimmed, some of the complica- 
tions of the company’s capitalization can 
be eliminated or simplified. 

There seems to be no good reason 
why the C. & E. I. should remain in re- 
ceivership for any length of time. It is 
quite capable of taking care of its own 
fixed charges, once it is free from the 
Frisco. The trouble lay in the ridicu- 
lous price which Frisco paid for the C. & 
E. I. stock. 

It is sincerely to be hoped that the 
Southern connections recently acquired 
may not be lost. The State of Texas 
has been making things hard for the rail- 
roads for several years, but the Gulf 
Coast country has a wonderful develop- 
ment before it, both agriculturally and 
commercially, and the eagerness of the 
Frisco authorities to secure a strategic 
position there is easily understood. 


IT’S NOTHING NEW. 


Viewed broadly, there is nothing sur- 
prising about the recent dilemma of the 
Frisco. The same history has been re- 
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peated again and again by the roads 
which have tapped the new territory of 
our great Southwest. In fact the posi- 
tion of the Frisco today is much like that 
of Atchison when it went into the hands 
of receivers twenty years ago. In this 
receivership the old Frisco participated ; 
and the similarity of the situation of the 
two roads makes it worth while to see 
what happened to Atchison in reorgani- 
zation. 

Atchison had been chartered in Kansas 
in 1863, only two years after that State 
was admitted to the Union. At first a 
local road, it gradually spread East, 
West and South. The final move was 
into Chicago. That line wags completed 
and opened for traffic in 1888. The com- 
pany’s mileage then was about 7,000—a 
tremendous system for that day—and 
over 2,700 miles had been added in two 
years. 

The new lines did not pay as expected, 
and for the year 1888 a deficit after divi- 
dends was shown of $5,557,000. The 
situation was recognized as critical and 
a voluntary reorganization, without fore- 
closure, was decided upon in 1889. 
Times were then prosperous and the re- 
organization was carried through with- 
out difficulty. The changes in capi- 
talization were relatively slight and the 
new company started again on its career 
of expansion. 

In this preliminary readjustment there 
is a curious parallel to the taking over of 
the Frisco by the Yoakum-Hawley 
interests in 1909, just twenty years later. 
In both cases business was prosperous; 
changes were slight ; expansion was con- 
tinued; and the companies went in to 
receivership four years later, under less 
favorable business conditions. 

In 1890 Atchison took over the St. 
Louis & San Francisco, which then 
reached as far as Paris, Texas, and had 
a total mileage, with branches, of 1,329 
miles. The terms of the purchase were 
very favorable to the Frisco. In the 
same year the Colorado Midland was 
bought, 346 miles. Again a substantial 
parallel with the recent history of the 
Frisco. 

In 1892 the president of the road went 
to Europe in the endeavor to float a loan 
—even as the Frisco recently went to 
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Paris to sell its bonds. In 1893 came 
the failure. Committees of bondholders 
sprang up—one in Boston, two in New 
York, one in London, and a directors’ 
committee. - There was the usual strug- 
gle between bondholders and stockhold- 
ers for their rights, or for their share of 
the spoils. Next came the report of an 
expert showing that the books had not 
been properly kept and that net earnings 
had been largely fictitious for several 
years. 

It was not until March, 1895, that a 
reorganization plan was arrived at. This 
included, in a general way, the reduction 
of fixed charges to a safe limit, and the 
consolidation and unification of the sys- 
tem. The property was sold by fore- 
closure December 10, 1895, and was 
bought in for $60,000,000 by the reor- 
ganization committee. The Frisco 
(then, it will be remembered, owned by 
Atchison) was not bought in, but started 
an independent career under the reor- 
ganization of 1896, where we took it up 
at the beginning of this article. 

Results under the Atchison reorgani- 
zation of 1895 were excellent. The 
company had a splendid field and it has 
grown ever since physically and finan- 
cially, with only slight and temporary 
interruptions. 

PROSPECTS FOR FRISCO. 

Frisco has several notable advantages 
now as compared with Atchison in 1893. 
Its finances are in much better shape. 
Its territory is better developed. Its 
physical condition is much better—for 
example, maintenance expenditures the 
first seven months of this fiscal year were 
11 per cent. more than last year for way 
and structures and 7 per cent. more for 
equipment. It is under the control of a 
more able management. Business con- 
ditions are now better than when Atchi- 
son went under the hammer in 1893. 

Frisco’s recovery should be corre- 
spondingly quicker and easier, and the 
sacrifices of stockholders should be less 
severe, and it is hoped with good show 
of reason that the surgical operation on 
Frisco may be comparatively painless 
and that the time under the anaesthetic 
may be short. The road has had a 
checkered history but it runs through a 
fine country and there is no reason to 
suppose that all its future lies behind it. 











Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








In the June issue of this magazine, under the title “The Seven Ages of a Stock,” 


Mr. 


yckoft showed how every company has its 
decay, and several graphics were given illustrating 


riods of growth, prosperity and 
¢ idea. In the present article we 


continue along similar lines, taking up other securities. The same plan will be fol- 


lowed in several future articles.—Ed.] 


N the opening chapter of this series 
of articles emphasis was placed upon 
the necessity of turning our experi- 

ences and observations to some practical 
use. Attention was also directed to the 
fact that no stock ever stands still; that 
the tendency was either toward progress 
or retrogression. 

It was to devise a way of anticipating 
these changes in the standing of a security 
that the writer proposed we should ar- 
range a mathematical picture of the in- 
dicators of safety and permanency of 
dividends. In this way the exact situation 
may be seen at a glance. Several of these 
graphics appeared in the last article and 
offered a comprehensive view of the exact 
relation between earnings and dividends 
over a series of years. The plan is con- 
tinued in the present article. 

BROOKLYN RAPID TRANSIT. 

Among the stocks which have had an 
eventful career is Brooklyn Rapid 
Transit. Its infancy was beset with more 
than the ordinary ills of childhood. It 
was, in fact, a ragged urchin almost dis- 
owned by its sponsors. Thirteen years 
elapsed from the company’s organization 
in 1896 before an initial dividend was dis- 
tributed to the stockholders. 

Operating results of some of the early 
years were disappointingly meagre and 
the outlook for the shareholders at times 
was most dubious. The peculiar situation 
of the traction problem in Brooklyn dur- 
ing the period of transition intensified the 
perplexities of the case, and for years this 
ominous condition of affairs made most 
people afraid of the stock. Predictions 
of an early demise were abundant, or at 
best that it would remain indefinitely a 
vehicle for speculation alone and never 
rise beyond that class in the public mind. 
The uncertainties of earlier years, how- 
ever, were followed by better returns, as 


the stock moved into succeeding stages. 
Instead of deficits, or only a slight surplus 
annually over charges, earnings expanded 
generously and sentiment regarding the 
property underwent a complete change. 

A glance at the graphic presented here 
shows the progressive improvement in 
recent years. 
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It will be seen that earnings have not 
been unduly strained to meet dividends. 
The conservative policy pursued in that 
respect is altogether commendable, espe- 
cially so if viewed from the standpoint of 
a natural increase in traffic that can rea- 
sonably be expected to accrue in the 
future from the development of the sys- 
tem. 

It is true that actual margin of safety 
in any one year for the early dividends 
was not large, but the graphic discloses a 
broadening tendency in that respect 
which is most reassuring and inspires 
confidence in the passing on of the prop- 
erty to a vigorous maturity. 

PENNSYLVANIA R. R. 


Pennsylvania with its vast ramifica- 
tions presents a most pleasing contrast to 
the general run of our railroad properties. 
It is easily the “noblest Roman of them 
all” and its conspicuous position has been 
attained through years of a consistent 
policy of high ideals and managerial skill. 
The policy of “plowing back” large sums 
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from earnings into the property is one of 
the greatest of safeguards for the stock- 
holder. The management has sedulously 
followed this procedure for years and has 
consequently increased the -equities be- 
hind the stock as well as enlarged the 
earning power of the road under well- 
defined principles that have been rigidly 
adhered to, 

If the policy had been to skimp main- 
tenance, etc., and to capitalize certain ex- 
penditures of upkeep, the earnings on 
capital stock could have been made more 
roseate than is shown by the official state- 
ments handed down. But there has never 
been a disposition to milk the property 
to boost the dividend record. A “dollar 
for dividends and a dollar for property” 
has been the guiding maxim of the man- 
agement, and the beneficial results are 
obvious. 

The story told by the graphic shown 
here has therefore a ring of sincerity that 
justifies the confidence reposed in the 
road by its great army of stockholders. 


% [1906 07 08 "10 ‘ll 


DIVIDEND 


The enormous expenditure incident to 
the New York terminal and tunnels, paid 
for partly from earnings and partly from 
new capital, has not, as yet, been as pro- 
ductive, as is certain to be the case later 
on when the benefits of these improve- 
ments come more fully into play. Future 
results should also be favorably affected 
by the extensive system of electrification 
which has been inaugurated. 

Earnings plotted in the graphic include 
income from investments, that is, owner- 
ship in other corporations. While this 
item is variable and depends upon the 
degree of prosperity of the companies in- 
volved, there appears to be no reason to 
be seriously apprehensive over it. Penn- 
sylvania’s investments are usually wisely 
chosen and invariably with the object of 
strengthening the system strategically. 
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There is a possibility that for a time the 
margin over dividends may narrow 
somewhat, but that situation will right 
itself ultimately. 


UNITED STATES STEEL. 

U. S. Steel common is unquestionably 
the subject of more favorable and adverse 
comment than all the other market lead- 
ers combined. Prophecies of all sorts 
are constantly floating around and the 
habitué of the customer’s room who has 
not set ideas on the chances of passing or 
cutting the dividend is looked upon as a 
curiosity. Street gossip is always busy 
with the probabilities of some such action 
by the directors. 

It is conceded by even those friendly to 
the corporation that it was a mistake to 
begin paying dividends so soon after or- 
ganization as was done. The object for 


so doing, however, is fully realized now, 
but does not serve to extenuate the error. 
One of the effects of the subsequent 
passing of all dividends in 1904-5 was to 
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arouse apprehension that similar action 
might again be taken on slight provoca- 
tion. There is an atmosphere of uncer- 
tainty concerning dividends which is 
based on the Carnegie “prince or pauper” 
suggestion. The graphic shows this plain- 
ly and is therefore an informing exhibit 
of the constant changes in volume of net 
earnings. It should be remembered in 
this connection that it took several years 
for the corporation to get its stride. It 
was a gigantic task to get the machinery 
in smooth working order. Mistakes com- 
mon to such things have naturally been 
made. Credit should also be given for 
the progress shown. Just now a trouble- 
some government lawsuit and a slowing 
down in the iron and steel industry— 
incidental to probable tariff changes—ob- 
scure the perspective somewhat. 
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NEW YORK CENTRAL, 


This company is shown by the graphic 
to have been skating on very thin ice, if 
one does not go behind the official reports 
for facts. The slight margin shown over 
dividend requirements disclosed by the 
curved lines of the graphic would give 
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rise to serious apprehension if it were 
not known that the actual status of the 
road is better than the official figures used 
in the graphic suggest. When unification 
of the system is complete, equities now 
scattered will be consolidated and a more 
correct presentation of earnings will be 
possible. Much is also expected from the 
large terminal outlay, which has been 
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temporarily expensive but will eventu- 
ally become productive. 
BALTIMORE & OHIO. 

The graphic of Baltimore & Ohio com- 
mon, appearing here, traces the relative 
position of net earnings and dividends up 
to the end of the current fiscal year. 
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Some of the figures for this year are esti- 
mated but are believed to be closely ap- 
proximate. The small improvement of 
the current year’s relative position may 
not be permanent, as recent security is- 
sues will hereafter become a charge upon 
income. This will probably cause future 
lines to follow more closely those for 
1909 or 1912. 








A Savings and Investment Plan 


Showing How Any Salary Earner Can Improve Upon the New 
Plan of the Fidelity Trust Co. 
By WILLIAM T. CONNORS 








HE Fidelity Trust Company, of 
Newark, N. J., the largest trust 
company in New Jersey, has just 

launched a savings and investment plan 
which, the newspapers tell us, “shows a 
commendable interest in the financial 
welfare of its staff.” 

The plan has been made available not 
only for the employees of the trust com- 
pany but also for those of several asso- 
ciated institutions and of the Public 
Service Corporation of New Jersey, and 
more than 1,000 employees in all have 
taken advantage of the opportunity to 
invest their savings by this method. 

The idea is this: The stock of the 
Public Service Corporation will be sold 


to the subscribing employees at $115 a 
share, which is about its market value. 
On each share purchased, the subscriber 
makes an initial payment of five dollars, 
and the rest of the value of the stock is 
loaned to the subscriber by the Fidelity 
Trust Co. at five per cent., on the stock 
certificate as security. As this stock 
pays six per cent. dividends, a small 
margin of interest is left for the sub- 
scriber every year, which is credited 
toward the cost of the stock, and addi- 
tional payments are made at the rate of 
tweny-five cents a week on each share. 
The trust company estimates that the 
stock so purchased will become the abso- 
lute property of the subscriber in about 














358 weeks and “it is predicted that the 
market value of the securities will be 
considerably higher at the time of the 
maturing of this savings plan.” An em- 
ployee who resigns gets his money back 
with five per cent. interest, and if he dies 
his heirs get the same terms. If he is 
discharged he gets the money back with 
only four per cent. interest. 

It will be seen that the trust company 
is bearing a certain part of the risk of a 
decline in the price of the stock. For if 
the employee should die, resign, or be 
discharged at a time when the price of 
the stock was below $115 a share, he or 
his heirs would get back the full amount 
paid in, which would be more than the 
stock would be worth at that time. 
Against this possibility, which the com- 
pany probably considers remote, is to be 
balanced the increased interest, loyalty 
and permanency of employees; the re- 
moval of a certain amount of Public 
Service stock from the market, thus help- 
ing the price a trifle; and the fact that, 
after a considerable sum of money ac- 
cumulates toward the price of the sub- 
scribers’ stocks, the trust company will 
be able to use it in ways to earn more 
than the five per cent. allowed. 

* * * 


THE plan is all right and a good thing 

for both the company and its em- 
ployees. The point that probably has 
not occurred to the employees, and may 
not occur immediately to the average 
small investor who reads about it, is that 
any salary-earner can do substantially the 
same thing for himself, with equal 
safety, and without having his invest- 
ment mixed up with holding his job or 
with getting a better one somewhere else 
if he has a chance. 

Let us take American Telephone as an 
example, though of course a dozen other 
stocks could be selected that would be 
just as good for the purpose. American 
Telephone is selling, at this writing, at 
129 and pays eight per cent. dividends, 
thus yielding a little over six per cent. on 
the money invested in it. 

Here we have a decided advantage 
over the trust company’s employees at 
the start, for Public Service Corporation 
yields only 5.2 per cent. on a price of 115. 
Also, there is a ready market for Ameri- 
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can Telephone, a listed stock, while the 
bid and asked prices on Public Service 
are apt to be several dollars apart. 

Through those New York Stock Ex- 
change houses which make a specialty of 
handling business on the instalment plan, 
the small investor can buy one share of 
American Telephone on an initial pay- 
ment of $25 or $30, balance in small 
monthly payments, on almost exactly the 
same plan as is offered the trust com- 
pany’s employees with such a show of 
liberality. 

The buyer through the Stock Ex- 
change broker is under one disadvantage 
—or at least his heirs are—as compared 
with the trust company’s subscribers. If 
he should inadvertently shuffle off this 
mortal coil while American Telephone 
was selling at a lower price than he paid 
for it, his heirs, if they desired to turn it 
at once into cash, would get only the 
market price for the stock; while the 
heirs of the trust company employee 
would get their money back in full. 

On the other hand, the buyer of 
American Telephone has several advant- 
ages. First, resigning or being dis- 
charged does not automatically separate 
him from his investment. Second, he 
can sell his stock any time he wants to. 
If it goes to 143 again, as it did in 1912, 
he can take his profit and reinvest at a 
lower price or in some other stock if he 
sees fit. In this matter he is his own 
master and is not obliged to let his acts 
be determined for him by his fatherly 
employers. Third, he is getting larger 
dividends and always has a good market 
for his stock if he wants to sell. Fourth, 
he may be thoughtful enough to die when 
Telephone is worth more than he paid 
for it, in which case his heirs would reap 
the benefit. 


* * * 


THE above assumes that your broker- 
age house is just as safe a place to 
leave your money as the Fidelity Trust 
Company, which may or may not be true. 
But supposing you have some doubts 
about it, can you still follow this plan? 
Certainly, only your first payment will 
need to be a little larger. Go to your 
own trust company and explain to them 
what you want to do. If you want to 


start with one share, some of the big 





208 


trust companies may not care to handle 
it for you. If so, try a smaller company. 
Many of them will gladly handle the 
business for you. 

Open an account, deposit $50 or $60, 
and request them to buy for you one 
share of American Telephone. They 
will of course charge you the current rate 
of interest on your unpaid balance, which 
will not average over five per cent. Save 
money as fast or as slow as you like and 
deposit it in the regular way. It will be 
credited to your account as deposited and 
will reduce your interest charges accord- 
ingly. 

When your stock is paid for in full, 
you can have the certificate put in your 
name and take it away with you if you 
wish. A better way, however, in dealing 
with a trust company, is to leave your 
account open, and as soon as one share of 
stock is paid up, buy another, leaving the 
company to carry the stock for you. 

This rids you of all bothersome details 
so that all you have to do is to deposit 
money and give orders to buy another 
share of stock from time to time as your 
money accumulates. As dividends are 
paid on your stock, the company will 
credit them to your account. 

The average trust company is very 
glad to handle a small but growing ac- 
count of this kind. But if it should be 
inconvenient for you to bank with such a 
company, or if for any other reason you 
do not wish to do so, you can put your 
money in a savings bank until you have 
enough to buy your first share of stock. 
Then go to your broker and buy one 
share for cash, have the certificate put in 
your own name, keep a record of the 
number of your certificate and then de- 
posit it with your broker to serve as col- 
lateral security. It is better to write 
your broker a letter stating that you wish 
him to hold the certificate as security, 
that you have noted the number of the 
certificate and that you will later request 
him to return the same certificate to you. 
Some brokers might not want to bother 
with it, but in the present state of busi- 
ness most of them will be glad to handle 
the matter in the way you desire. 

You would have no objection to your 
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broker’s pledging your certificate with 
his bank as collateral, provided he keeps 
himself in a position to return your orig- 
inal certificate to you when you want it. 

The reasons for handling the matter 
in the above way were fully explained in 
a recent article in this magazine entitled 
“Safeguards Against Possible Failure ot 
Broker,” hence it is not necessary to re- 
peat them here. 

If you have bought one share of 
American Telephone, you now have $129 
of collateral security in your broker's 
hands. Using this in lieu of a cash de- 
posit, you can buy a second share and 
thereafter make further deposits of cash 
with your broker as you save the money, 
until your second share is paid for in full. 
You can then have the second share put 
in your own name and proceed as before. 

Or perhaps a still safer plan would be 
to make your deposits in the savings 
bank until you have enough to pay 
for the second share, and then take it 
up for cash and have it put in your own 
name at once. In the meantime your 
broker would be carrying the second 
share for you on the first share as 
security. 

The great advantage of all these plans 
is that they enable you to buy your stock 
first—on a moderate part payment—and 
pay the balance afterwards. You thus 
get your dividends on the stock at the 
same time that you are saving up the 
money to pay for it, and you are also en- 
couraged to save systematically. 

If you merely say to yourself, “I will 
save $129 and buy a share of American 
Telephone with it,” you are very likely to 
get side-tracked and forget about it. If 
you buy the share of stock and are get- 
ting the dividends on it, you will find 
very little difficulty in saving the money 
to finish paying your balance. 

The successful way to do anything, no 
matter what, is to form a definite, prac- 
tical plan first, and then proceed to carry 
it out. There is no reason why this prin- 
ciple should not be applied to savings and 
investment; and it is not absolutely nec- 
essary that a paternal employer (inter- 
ested in the stock he wants to sell you) 
should take you by the hand and lead you 
along the route. 
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T= table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 


be found. 


Atch., Top. 

Atlantic Coast Linet 

Baltimore & Ohio 

Boston & Maine 

Buff., Rochester & Pittsb.. Apr. 
Canadian Pacific 

Central of Georgia 

Central R. R. of N. J..../ 
Chesapeake & Ohio 
Chicago & Altont 

Chic., Burl. & Quincy 

Chic. Gt. Western 

Chic., Mil. & St. Paul... ./ 
Chic. & Northwesternt 
Cleve., Cin., Chic. & St. 
Colorado & Southern 
Delaware & Hudson 

Del., Lack. & Western... ./ 
Denver & Rio Grandet...Apr. 
Eriet 

Great Northern 

Hocking Valley 

Illinois Centralt 

Kansas City Southern 

Lake Erie & Western 

Lake Shore & Mich. So.../ 
Lehigh Valley 

Long Islandt 

Louisville & Nashville 
Michigan Central 

Minn, & St. Louist 

Minn., St. P. & S. S. Mariet.Apr. 
Mo., Kansas & Texas 

Missouri Pacific ........../ 
National Rys. of Mexico§. Apr. 
N. Y. Cen. & Hud. R....Apr. 
¥. Y., Chic. & St. Louis..Apr. 
¥. Y., N. H. & Hartford. .Apr. 
¥. Y¥., Ont. & Western...Apr. 
Yorfolk & Western 

Northern Pacific 


Pennsylvania R. R.t.. 

Pere Marquettet Apr 
Pittsb., Cin., Chic. & St. Ltaee. 
Reading Companies 

Rock Island Li 

Seaboard Air Linet.......Apr 
St. Louis 

St. Louis Southwesternf.. . 
Southern Pacifict 

Southern Railway 

Texas . poate 

Tol., & "Wesstent.. 
Union * oacioet 

Wabash 
Western Mar 


landt ¢ 
Wheeling & ++ Ape. 


ke Erie. 


. def. 


Current 
month. 


$3,293,517 
986,309 
1,550,980 
713,218 
197,087 
3,945,077 
209,960 
947,878 
345,619 
2,046 
1,332,028 
181,336 
1,794,900 
1,303,495 


. def. 379,034 


224,576 
615,267 
1,128,722 
357,041 
951,126 
1,906,889 
215,634 
196,714 
261,284 
80,668 
1,487,811 
1,125,311 
121,775 
970,157 
1,009,759 
163,701 
674,839 
386,643 
1,338,058 
1,245,942 
2,289,619 
172,174 
1,349,747 
167,928 
1,215,247 
1,635,939 
3,010,384 


179,080 
def. 217,051 


159, 361 
26,742 


Change from 
last year. 
—$210,820 

—44,497 
—868,361 
—162,287 

+84,734 
—170,675 

—46,825 
+ 666,258 
—680,529 
—180,679 
—205,057 

+9,701 
+340,923 
—175,016 
—824,141 
22,322 
+514,460 
+ 938,379 
+24,484 
+411,414 
+ 182,862 
+ 166,131 

+ 50,933 

+52,624 

+ 25,437 
+ 289,999 
+ 923,804 

+27,395 
—263,711 
+ 198,593 

+ 56,658 
+ 135,645 

+ 29,130 
+177,270 

—79,149 
+892,129 

—42,561 
—513,750 
+276,506 
—147,751 
—335,734 


Fiscal yr. 
to date. 
$33,256,364" 
8,897,478* 
22,800,227* 
8,455,277* 
2,634,111* 
39,114,089* 
3,267 ,666* 
11,623,854* 
8,671,039* 
1,711,314" 
28,412,320* 
3,165,764* 
26,733,909" 
20,852,619* 
1,059,4637 
3,915,136" 
2,849,7157 
12,789,334" 
5,709,330* 
13,040,888* 
27,931,446" 
2,227 ,564* 
8,952,669" 
3,351,755* 
317,388 
5,820,081+ 
11,585,080* 
108,595¢ 
13,065,776* 
3,006,3197 
2,261,414* 
7,289,217" 
8,539,082* 
14,329,112* 
20,022,697* 
8,162,3177 
751,1217 
18,073,305* 
2,226,203* 
11,951,949* 
24,097,708* 
10,429,497 + 


29,716,096* 
5,626,641* 
1,486,492* 
1,830,180" 


Change from 
last fise. yr. 
+$3,344,430 
+490,026 
+113,320 
—93,711 

+ 200,112 
+-3,342,966 
— 305,594 
+951,137 
—978,326 
—944,800 
+ 3,946,426 
+775,044 

+ 8,429,698 
+-4,271,824 
807,418 

+ 54,825 

+ 998,852 

-+- 2,040,596 
+ 1,224,571 
+1,449,306 
+ 3,114,387 
+ 22,823 
+3,102,471 
+882,036 
+17,102 

+ 669,539 
+ 1,842,218 
+49,725 
—1,409,302 
+ 237,137 
+-1,112,338 
+ 1,779,513 
2,624,651 

+- 3,567,803 
1,217,515 

+ 1,952,481 
—99,475 
829,513 
+648,704 
+ 1,632,843 
+ 2,653,492 
—138,195 
+730,863 
— 1,699,288 
+6,127,983 
+ 1,534,067 
+725,541 
+ 1,493,733 
+ 559,666 
+3,950,004 
+ 546,489 
—568,087 
+ 223,057 
+ 3,083,096 
+723,461 
—636,176 
—175,539 


Stock outstanding 
(in millions). 


Pref. 
114 
59 
3 
6 
66 
15 
None 
19 
None 
41 
116 
22 
10 
Ist, 8; 2d, 8 
None 
None 
49 
Ist, 46; 2d, 16 
209 
None 
None 


Ist, 57; 2d, 240 
None 
Ist, 5; 2d, 11 

None 
None 

22 
None 
None 

12 


27 
Ist, 28; 2d, 42 
49 


23 
Ist, 4; 2d, 15 
19 


Com. 
174 
67 
152 
39 
10 
200 
5 
27 
62 
19 
110 
45 
116 
130 
49 
31 
42 
30 
38 
112 


° None 


11 
109 
30 
11 


*Fiscal year ends June 30. ¢ Fiscal year ends Dec. 31. tNet earnings are after deducting taxes. 


§These results are in Mexican currency. 
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THE MAGAZINE OF WALL STREET. 








The Investment Digest 








HE items below are condensed from leading financial and investment publications 


and from official sources. 


Neither “The Magazine of Wall Street” nor the authori- 


ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


American Beet Sugar—INCOME AC- 
COUNT.—For fisce. yr. ended March 31 
gross receipts decreased $1,442,000 from 
prev. yr. and total income decreased $2,- 
466,000. Surplus after pref. div. was only 
$581,000. Current assets, $3,921,000; cur- 
rent liabilities, $1,290, 

American Can.—DISSOLUTION SUIT 
RUMORED.—Large interest connected 
with Co. says nothing is known about dis- 
solution suit, but these reports have influ- 
enced price of stock. Present earnings are 
best in history of Co. To date, for 1913 Co. 
has more than earned pref. div. and best 
part of yr. is yet to come. New adding 
machine is great success, with output of 100 
a day and a further increase planned. Fisc. 
yr. will probably show surplus above pref. 
div. covering the 834% back divs. and also 
a surplus for com. 

American Car & Foundry.—ESTIMAT- 
ED EARNINGS.—For fisc. yr. ended April 
30, 1913, earnings are estimated at 5% to 
6% on com. after all charges and pref. 
divs. This compares with 2.5% in 1912. 
Co.’s plants ran at 70% to 85% of capacity 
through most of fisc. yr., but average profit 
per car of output was not large, as most 
deliveries were on old contracts when lower 
prices were in force. 

American. Cities. — PROGRESS. — This 
Co., operating Street Ry., Electric Light 
and Power properties in New Orleans, Bir- 
mingham, Memphis, Little Rock, Houston 
and Knoxville, earned 1% more on com. 
stock in 12 mos. ended March 31 than in 
prev. yr., or 3.4% on $16,264,000 outstand- 
ing, against 2.4% prev. yr. 

American Cotton Oil—COMMON DIV- 
IDEND.—Director says “Our business is 
subject to wide fluctuations and we have 
reduced or passed com. div. in bad yrs. I 
favor building up surplus to where we can 
continue payments at such times.” 

American Ice.—HIGH PRICES.—Prices 
are now $1 to $2 a ton higher at wholesale 
than la¢t yr., and further advance is prob- 
able. Co. should make additional profit 
over 1912 of at least $1,000,000 on natural 
ice now in storage. Officials say every 
prospect of div. this summer on pref. stock 
of Ice. Co., but whether this will be fol- 
lowed by divs. on the $19,045,000 stock of 
Am. Ice Securities Co. is unknown. Co. is 
in strong cash position and its credit is ex- 
cellent. 


American Locomotive. — EXCELLENT 
YEAR.—Yr. ending June 30 next is likely 
to be best in Co.’s history, with earnings 
on com. stock over 10% against only %% 
in 1912. For several mos. plants have been 
operating practically at capacity, turning 
out as many locomotives as can be produced 
without working night and day shifts. Or- 
ders ahead until mid-October. Co. has out- 
standing $8,000,000 serial notes of which 
$2,000,000 must be retired from current re- 
sources in Oct. Since reorganization Co. 
has doubled productive capacity, with no in- 
crease in capitalization except these $8,000,- 
000 of notes, which represent additions to 
working capital. 

American Smelting & Refining.—CON DI- 
TIONS in MEXICO.—Only 2 of 5 big 
smelters in Mexico are operating at capa- 
city. Political disturbances are now part 
of Co.’s yrly. calculations, but clouds have 
been thicker than usual this yr. About 1/3 
of Co.’s capacity is located in Mexico. Out 
of 35 furnaces in that country with tonnage 
of 2,200,000, only 60% are now in operation. 
Interruptions arise from cutting off of R. 
R. communication and inability to get fuel 
and supplies. In 1912 about $1,000,000 of 
bullion was held up at close of yr. 

American Snuff.—STOCK DISTRIBU- 
TION PLANNED.—Reported that Co. will 
distribute to com. stockholders July 1 11,- 
000 shares of Am. Tob. pref. and 5,000 
shares Am. Cigar pref., in addition to regu- 
lar qtrly. div. of 3% on com. and 14% on 
pref. 

American Steel Foundries.—QUARTER- 
LY EARNINGS.—Three mos. ended March 
31, operating profits were $670,000, increase 
of $481,000 over prev. yr. Surplus for cap. 
stock was $386,000, or 2.2% on stock, against 
$9,000 for corresponding quarter of 1912 
and deficit of $88,000 in 1911. Orders on 
hand sufficient to operate at 90% capacity 
for at least 4 mos. 


American Strawboard.— CAPITAL RE- 
DUCED.—Stockholders have ratified action 
of directors reducing capital stock from 
$6.000,000 to $3,000,000, and authorizing $1,- 
000,000 6% debenture bonds. (See United 
Box Board.) 

American Sugar Refining. — TIMBER 
LANDS.—Because of Co.’s interest in 340,- 
000 acres of timber land and ability to pro- 
duce barrels cheaply, it saves several hun- 
dred thousands dollars yrly. At the five 








barrel factories of Bklyn. Cooperage Com- 
pany, American Sugar produces a surplus 
above its own requirements, which is mark- 
eted at good prices. Bklyn. Cooperage 
owns outright 207,000 acres with a book 
value of about $950,000 and an actual value 
probably $5,000,000 greater than book value. 
Co. keeps its fee lands as reserve, cutting 
only enough to keep the forests in healthy 
condition. Log contracts and stumpage 
rights are now main source of supply. Co. 
conducts a nursery in the Adirondacks with 
capacity of 250,000 transplants yrly., and 
operates altogether 72 miles of logging R. 
R.—In 5 mos. ending June 1, sugar con- 
sumption has decreased about 100,000 tons 
compared with last yr., but it is expected 
that with settlement of tariff this decrease 
will soon be made up. 

American Telephone & Telegraph.— 
LARGE BORROWINGS.—Under the Vail 
management Co. has raised $240,000,000 
since 1907, including $67,000,000 414% con- 
vertible bonds in 1913. Growth in number 
of stations this yr. is at the rate of 764,000 
yrly against 823,000 in 1912. Co. serves 40,- 
000,000 people. For 4 mos. surplus after 
divs. has been within $250,000 of 1912, in 
spite of $3,000,000 increase in operating ex- 
penses, divs. and maintenance. The item of 
good will, or contracts and licenses, which 
amounted to $20,000,000 in 1895, had been 
entirely written off by the end of 1912. 
Considering valuable contracts held, a large 
good will item would be justifiable. The 
fact that no intangible assets are included 
in balance sheet shows the real strength 
back of bonds and stock. 

American Woolen.—BIG GROSS BUSI- 
NESS.—Total earnings this yr. exceed 1912. 
Co. will meet the new tariff with decks well 
cleared. Tariff or no tariff, Co. intends to 
do business, and with 35 mills equipped with 
modern machinery it will undoubtedly get 
its share. Its superior equipment ought to 
prevent pending orders from going abroad. 

Atchison, Topeka & Santa Fe.—EARN- 
INGS will be between 9% and 9%% this 
fisc. yr., against 8.2% last yr. Bond con- 
versions have raised amount of stock out- 
standing so that total will probably be near- 
ly $180,000,000 June 30, against $170,000,000 
last yr. For 10 mos. gross earnings per 
mile have been $9,204, against $8,470 in 
1912, and net revenue per mile $3,095, 
against $2,819. Loss of traffic owing to par- 
tial failure of Caifornia fruit crop was about 
$3,000,000 gross. Co.’s branch line exten- 
sions, cut-offs and double-tracking are now 
bearing fruit, and it is in a position to han- 
o easily whatever traffic its territory may 
offer. 

Atlantic Coast Line —FALSE REPORT. 
—Statement that L. & N. R. R. had lost 
control of N. C. & St. L. to the Atlantic 
Coast has no foundation. In fact, L. & N.’s 


N. C. & St. L. stock is mostly pledged un- 
der its mortgages and cannot be changed 
without consent of trustee and bond holders. 

Atlantic, Gulf & West Indies.—EARN- 
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INGS.—For 3 mos. ended March 31 gross 
earnings increased over 9% and net earn- 
ings over 30% as compared with prev. yr. 
Surplus after charges for the quarter was 
$400,389, an increase of $154,000, or more 
than 60% over corresponding quarter of 
1912. Net earnings were nearly double in- 
terest, rentals and other charges. 

Baltimore & Ohio —PROBABLE EARN- 
INGS.—Net income this fiscal yr. estimated 
about $1,057,000 less than last yr. Notwith- 
standing March floods, about 7% will be 
shown on com, stock, altho 9% had been ex- 
pected. Co. has applied to Maryland to is- 
sue $10,000,000 equipment trust certificates. 
President Willard insists that 31% of gross 
is required for maintenance, as Co. is en- 
gaged in an extended program of improve- 
ment and enlargement. Reports from Ber- 
lin casting doubt upon maintenance of 6% 
div. are without foundation. 


Bethlehem Steel. — UNFILLED OR- 
DERS.—May 1 Co. had on hand unfilled or- 
ders of $25,000,000, which is more than at 
the close of any fisc. yr. except Dec. 31, 1912, 
when unfilled orders were $29,282,000. Pres- 
ent orders represent over 8 mos. produc- 
tion at present rate and insure good earn- 
ings for 1913—probably about 7% on com. 
stock. 

Boston & Albany.—CURRENT BUSI- 
NESS.—Co. has been handling largest busi- 
ness in its history. Gross earnings for 5 
mos. to June 1 were 7% above 1912. No 
immediate prospects of building the $10,- 
000,000 direct cut-off between Boston and 
Albany and West Shore R. R., altho N. Y. 
Cen. has obtained permission of public 
service commission, and engineering plans 
for low-grade line and $5,000,000 bridge 
over the Hudson south of Albany have been 
drawn. This route will be for freight trans- 
portation. 

Boston & Maine.—FINANCING—When 
syndicate purchased first $12,000,000 notes 
it took an option on $5,000,000 more, and 
entire $17,000,000 were successfully distri- 
buted. This covers needs of Co. up to Feb. 
1, 1914, including $2,500,000 which Co. owes 
the New Haven. For 9 mos. ended March 
31, operating revenues increased $2,213,000 
over prev. yr., but net operating income 
showed loss of $3,900.—Directors passed 
div. on com. stock. Co. paid 8% in 1839 and 
had paid something in each of 73 succeeding 
yrs. Chairman Tuttle says, “Div. action 
was not formally considered, but div. for 
current quarter was omitted. Future must 
take care of itself.” 

Bklyn Rapid Transit. — INCREASED 
DIVIDEND of 6% had already been dis- 
counted in price of stock. Estimated that 
earnings for yr. ending June 30 will be 9%, 
against 8.3% in 1912. In first half of May 
gross gain was $5,200 daily. In April gross 
gain was about $2,100 daily. Obviously Co. 
must wait until 1914 before reaching $25,- 
000,000 gross income. However, Co. has 
done splendidly in net earnings, as nearly 
70% of added gross has gone into net. 
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Bklyn Union Gas. —ANNUAL REPORT. 
—Owing to increased cost of manufacture 
and distributionn, Co. last yr. had smallest 
balance for divs. since 1909. Operating 
revenues were $466,000 over prev. yr., but 
operating expenses were $521,000 more. 
Balance for divs. was 9.2% on stock. 

California Petroleum.—EARNINGS.— 
President Doheny says “Net for quarter 
ending March 31, after all expenses but be- 
fore depreciation, was $535,000 against $527,- 
000 for 3 mths. ended Dec. 31, 1912, equall- 
ing a rate of about 85% on com. stock. 
Physical condition of properties is excellent 
and daily average production of wells shows 
a continual increase. Current assets March 
31 $1,378,000; current liabilities, $157,000. 
Regular div. on pref. and com. stock at 
present rate will be declared in June. Offi- 
cers of the Co. have not bought or sold a 
share of stock and cannot understand the 
decline in the price, unless it is due to dis- 
crimination by the banks.” 

Canadian Pacific—Net earnings in Apr. 
showed first decrease since Jan. 1911. From 
July to Dec. 1912, average mthly. increase 
in net was $443,000; Jan. 1913, $579,000; Feb., 
$136,000; March, $137,000; April decrease, 
$170,000. This declining tendency in earning 
has doubtless had some influence in the 
recent sharp decline in price of the stock. 

Chesapeake & Ohio—DIVIDENDS.— 
Regular qrtly. div. of 14%. Hocking Val- 
ley, of which C. & O. owns about 88,260 
shares declared extra div. of 4%4% in addi- 
tion to regular div. 14%. This additional 
income for C. & O. equals about % of 1% 
on C. & O. stock. Expected full 5% will be 
earned this yr. 

Chicago & #£Eastern §Illinois.—Re- 
ceivership.—Reported that immediate action 
will be taken to sever connection between 
Co. and the Frisco. Newly appointed re- 
ceivers declare that C. & E. I. is solvent and 
a paying proposition. Minn. & St. Louis at 
one time stood ready to assume half owner- 
ship of C. & E. I. but nothing came of it. 
It is believed that St, Paul also considered 
purchase of half interest in the road. 

Chicago & Great Western.—EARNINGS. 
—For 10 mons. ended Apr. 30 operating rev- 
enue increased, $958,000 over prev. yr.; op- 
erating expenses increased, $183,000; op- 
erating income gained, $756,000. 

Chicago, Milwaukee & St. Paul.—ELEC- 
TRIFICATION.—It will be some time 
before Co. can award contract for electrifi- 
cation of 450 miles on Puget Sound division. 
Both General Electric and Westinghouse 
Cos. are now working on estimates and sit- 
uation is being carefully studied. Every 
effort will be made to improve upon appa- 
ratus used by other important systems. 
Believed total cost of conversion will not 
exceed $8,000 per mile, making total not 
over $4,000,000. Officials report crop condi- 
tions and prospects the best ever known at 
this season, from Great Lakes to Pacific. 
May traffic increased over 10%, or about 
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the same as April, and May net should 
show up equally well. 

Chicago & Northwestern.—ESTIMATED 
EARNINGS for fisc. yr. ending June 30 
equal 9.5% on com. Maintenance during yr. 
has been the most liberal in the Co.’s his- 
tory, having increased $2,893,000 in 10 mons. 
over corresponding mons. of 1912. Since 
1910 gross has increased $7,600,000 and 
transportation costs have increased only 
$2,400,000. In 1910 it cost the Co. 40% of 
gross to move business, and this yr. 39 %. 

Cincinnati, Hamilton & Dayton.—EARN- 
INGS.—For 10 mons. ended April 30 gross 
earnings increased $79,000 over prev. yr.; 
operating expenses and taxes increased 
$420,000; surplus decreased $340,000. 

Cities Service—BUSINESS.—For 12 
mons. ended April 30 gross earnings in- 
creased $312,000 over preceding yr. Surplus 
after divs. on com. and pref. stock was 
$362,000 against $270,000 prev. yr. 

Colorado & Southern.—EARNINGS.— 
For 10 mths. ended April 30 gross earnings 
increased $718,000 over prev. yr., and surplus 
after charges increased $108, 

Colorado Fuel.—DIVIDENDS.—Com- 
pany has declared 8% on pref. stock, which 
will reduce back divs. to about 35% on July 
1. Co. has important new construction on 
hand, which probably accounts for the fact 
that only 8% on pref. was declared at this 
time. 

Consolidated Gas——FINANCING Co. 
will have to do some financing in near fu- 
ture as cash position is lower than at any 
time since reports were made to Public 
Service Commission, while expenditures for 
new construction, additions and betterments 
exceed any prev. yr. Probably $20,000,000 
to $25,000,000 convertible debentures may 
be issued. This would be first considerable 
issue since June 1904 when $20,000,000 6% 
5-yr. convertible debentures were sold. 

Crucible Steel—YEAR’S EARNINGS.— 
Fiscal yr. ending August 31, 1913 earnings 
are expected to be about $4,000,000 against 
$3,424,000 preceeding yr.; $2,557,000 in 1911; 
and $3,535,000 in 1910. In the last 5 yrs. Co. 
shows surplus after divs. of more than $7,- 
500,000—a figure $4,100,000 above present 
market value of com. stock. 

Delaware & Hudson.—EARNINGS.— 
For 9 mons. ended March 31 total operating 
revenues increased $1,834,000 over prev. yr.; 
expenses and taxes increased $1,225,000 and 
operating income gained $534,000. 

Denver & Rio Grande—REHABILITA- 
TION.—Improvement of rdadbed- and 
tracks and new equipment have produced 
astonishing results. In first 9 mons. of cur- 
rent fisc. yr. the cost of moving $18,883,000 
worth of business was $182,000 less than it 
cost last yr. to move $17,629,000 business. 
This was due to heavier car and train load- 
ing. Over 5,000,000 cross ties have been 
laid in two years representing 60% renewals 
for the entire 2,598 miles operated. About 
20,000 tons of new steel rails have been laid 











and average car load has been increased 
average mileage per car per day by 
about 30%, and average train load in the 
same proportion. Engine failures have been 
reduced by 70% and $1,000,000 increased 
business this yr. has been moved with about 

2,800 fewer cars daily than last yr. Further 
economies will be achieved when new sec- 
ond track and grade reductions are com- 
pleted. Surplus over charges this yr. will 
be about $1,600,000, of which half is due to 
more efficient management. (Controlled by 
Western Pacific.) 

Detroit Edison —GOOD EARNINGS.— 
Both gross and net show improvement over 
1912. For 4 mons. ended April 30 gross 
gained $343,000 and surplus increased $16],- 
000. Co. now has funds to carry on im- 
provement work during summer, but addi- 
tional cash will be needed before end‘ of yr, 
and bonds will probably be sold for the 
purpose. 

Detroit, Toledo & Ironton.—REORGAN- 
IZATION.—Financing of Detroit Southern 
division is to go forward at once. Reported 
that Norfolk & Western may get control of 
the entire roads before matters are finally 
adjusted. 

Detroit United—CURRENT EARN- 
INGS.—For 4 mons. ended April 30, Co. 
earned at rate of 20.5% yearly. Gross in- 
crease was $574,000 and net increase $140,- 
000. Surplus for divs. was about 25% larger 
than last yr. Nothing done as yet to com- 
pel Co. to remove track from Fort St. Un- 
derstood that Mayor will endeavor to 
compromise with Co. 

Distillers Securities —TRADE WAR in 
spirits end of business has resulted in level 
of prices too low for profit. However, 
Chairman Hodges, of Executive Committee, 
says, “Net profits will be much more than 
sufficient to pay interest on bonds, and in- 
terest will be promptly paid Oct. 1.” 

Erie —FINANCING.—Co. now has no 
bonds, either of main Co. or sub Cos., fall- 
ing due before Apr. 8, 1914, when $12,500,000 
3-yr. 6% notes mature. Before that time 
Erie will have available with which to take 
up the notes $50,000,000 mortgage bonds, 
including $13,000,000 bonds of Erie & Jersey 
R. R. and Genesee River R. R., and over 
$23,000,000 representing improvement ex- 
penditures for which Co. has not yet been 
reimbursed under terms of prev. mortgages. 
The Co. expects in the near future to be 
able to sell bonds again on a fair basis. In 
1911 Co. sold 6% notes; in 1912 5% notes. 

Ford Motor.—BIG BUSINESS.—In fisc. 
yr. to Sept. 30 Co. will approximate 200,000 
cars and gross business of $110,000,000. 
First half of yr. Co. delivered 78,470 cars 
valued at $47,000,000, and production this 
mon. is nearly 1,000 cars daily. About $13,- 
000,000 net is estimated for current yr.. 
while cap. stock is only $2,000,000. Of 
course no stock is for sale. 

General Electric. — GAS-ELECTRIC 
CARS are coming into use by steam roads 
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for light traffic and branch line service, 
where self propelled cars save expenses, 
producing their own electric power and 
combining engine, baggage and passenger 
car all in one. Saving in operating expense 
over ordinary light engine and two cars is 
estimated at 30% to 50% and the accommo- 
dation is more attractive, speed is better and 
stops and starts are quicker. Frisco now 
has 14 of these cars in service, each with 92 
passenger capacity and speed of 60 miles an 
hr. General Electric makes these cars in 
connection with car building companies. 
Other prominent roads using them are Del. 
& Hud., Rock Island, Atchison, Gt. North- 
ern, St. Paul, Mo. Pac., and So. Ry. Up to 
May 1 gross business was at rate of about 
$128,000,000 yrly., against $102,934,000 actual 
orders billed in yr. 1912. May sales, how- 
ever, were much behind this average, and 
showed distinct sign of wavering in incom- 
ing business. 

General Motor.—SALES.—Current yr. 
are expected to exceed all former records. 
For 9 mons. ended April 30 receipts were 
$58,357,000 against $38,006,000 last yr., in- 
crease of 53%. This yr’s. schedule calls for 
output of 52,670 cars against 41,653 cars last 
yr. 

Great Northern Ore—CONSTITUTENT 
COMPANIES.—Revenues from Steel lease 
and other income are not paid directly to 
trustees, but are distributed to the sub-Cos. 
in proportion to ore mined. The sub-Cos. 
then pay divs. on their stock to the trustees. 
Some of the sub-Cos. have not had any ore 
mined and so have produced no revenue, but 
trustees have had to advance them money 
for advance royalties, for which reimburse- 


ment will be made when ore is finally 
mined. Hence balance sheet shows, “Bal- 
ances due proprietary Cos.” $6,156,000. 


Most of this item, however, represents pay- 
ments for ore actually mined, awaiting dis- 
tribution. These liabilities are offset on the 
asset side by current assets of $2,662,000 
and balances due from proprietary Cos. $3,- 
106,000. Official figures under the Steel 
lease do not indicate any deterioration in 
quality of ore. In 1910 average per cent. 
of iron was 57, in 1911 58.2, in 1912 58.3. 
Average per cent, for past six yrs., 58.1. 

Guggenheim Exploration—DIVIDEND 
INCREASED to 3% aqrtly. placing stock on 
12% basis, against 10% heretofore. 

Hocking Valley.—(See Chesapeake & 
Ohio) 

Illinois Central—HIGH EXPENSES.— 
About 6% will probably be earned, on stock 
in current fisc. yr., and if operating depart- 
ment-.shows ability to cut down present cost 
the road could easily maintain its regular 
7% div. What is worrying directors is that 
additional $4,000,000 business secured first 

mths., compared with corresponding 
mons. of 1910, cost Co. $5,500,000 more to 
handle. However, improvement in operat- 
ing department is expected during 1913 and 
if prospect is clear by July directors may 
decide to draw on surplus to complete 7% 
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div. But unless cheaper operation is as- 
sured, July declaration will be gauged by 
yr.’s earnings. 

Interborough-Metropolitan—O UTLOOK. 
—Inter. Rap. Transit will earn about 20% 
on stock yr. ending June 30, with divs. 
of 12%. Probably earnings at this rate will 
continue until new subways go into opera- 
tion in 1917. Hopes for divs. on Inter.-Met. 
pref. are based upon large earnings of Rap. 
Transit. There are said to be good pros- 
pects for a payment October 1, but prob- 
ably divs. will not be resumed unless di- 
rectors believe the 5% annual rate can be 
maintained. By Oct., 294% of back divs. 
will have accumulated. 

International Argricultural Chemical.— 
TENNESSEE COPPER CONTRACT.— 
Negotiations have been opened toward 
modification of sulphuric acid contract with 
Tenn. Cop., as Co. now has on hand large 
amount of acid which has depreciated 

eatly in market price. For fisc. yr. ending 
Toes 30 next Co. will earn about $1,200,000 
or nearly double interest charges on its 
$13,000, 5% bonds. Pref. div. has been 
passed, but safety of bond interest is not 
believed to be in danger. 

International Harvester.—A NNUAL RE- 
PORT.—Yr. 1912 total sales of all products 
aggregated $126,518,000, increase of 16% 
over 1911. Sales in U. S. gained 12% and 
in foreign countries 23%. Foreign trade 
now constitutes 40% of business. Cash sur- 
ee is now $31,586,000 and assets $242,920,- 

, of which amount plants are set down at 
$78,195,000. Co. now has in operation 7 
plants in foreign countries, including 3 in 
Canada. 

International Mercantile Marine.—AN- 
NUAL REPORT.—For 1912 surplus was 
$3,787,000 before depreciation of steamships, 
equal to 7.3% on pref. stock, against 8.7% 

revious yr. This does not include the Ley- 
and and National Lines, in which the Co. 
has important holdings. Both these lines 
showed good increases. 

International Nickel—BIG DIVIDENDS. 
—In 4 yrs. divs. on com. have returned 
80% of original investment to stockholders. 
Last yr. was the best in the Co.’s 11 yrs. of 
existence, total income for fisc. yr. ending 
March 31 being $2,000,000 over prev. yr. 
Net income gained $1,520,000. Last Sep- 
tember Co. increased com. stock from $11,- 
600,000 to $38,031,000. Hence the 11.7% 
earned on stock last yr. is not comparable 
with preceding yrs. It would have been 
equal to 38% on previous amount of stock. 

International Paper—CANADIAN EX- 
PANSION.—Free news print must mean 

rowth of Co. in Canada. Taft Commission 
ound that it costs $5.35 per ton more to 
make news print in, this country than in 
Canada, but removal Of tariff is nevertheless 
expected. Co. has big holdings of timber 
lands in Canada, over 3,000,000 and owns 
valuable waterpower rights there, so that it 
can meet the situation by building mills in 
Canada and converting some of its Ameican 
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Mil® into finer papers or hydro-electric de 
velopments. 

International Smelting & Refining —AN 
NUAL REPORT.—Yr. 1912 net income 
equalled 11.06% on stock against 12.19., 
prev. yr. After paying regular 8% div. 
surplus for yr. was $306,000 against $419,000 
in 1911. Total profit and loss surplus $1,863, 
000. (Controlled by Amalgamated Copper. ) 

Jersey Central—EXTRA DIVIDEND of 
$2 a share was declared in addition to regu- 
lar qrtly. div. of $2 payable Aug. 1. The 
extra div. was provided from earnings of 
Lehigh & Wilkesbarre Coal Company. 
(Controlled by Reading.) 

Kansas City Southern —-EARNINGS.— 
Present indications are that earnings on 
com, for fisc. yr. will be about 34%. Ratio 
of operating expenses has been reduced from 
over 68% to 62.5%, largely by reduction in 
cost of transportation from 36% to 33.6% 
owing to improved efficiency. Maintenance 
of way and structures is running about 10% 
ahead of last yr., and equipment 12% more. 

Lake Erie & Western.—EXTENSION 
OF BONDS maturing July 1 has been ar- 
ranged for 30 yrs., interest 5%, first mortg. 
lien remaining unimpaired. J. P. Morgan 
& Co. announced that prior to maturity they 
will buy at par and accrued interest bonds 
of holders who do not desire to extend 
them. 

Lehigh Valley—EARNINGS—In 10 
mos. to April 30 operating revenues in- 
creased $4,548,000 over prev. yr.; expenses 
increased $2,706,000, and net income gained 
$1,807,000. 

Long Island—SUBURBAN GROWTH. 
—Sales of commutation tickets in May were 
16,246 against 14,360 in 1912, and a total in- 
crease in 8 yrs. of over 160%. (Controlled 
by Pa. R. R.) 

Loose-Wiles.—SALES.—So far this yr. 
sales have increased about 15% compared 
with prev. yr. The gain will be still larger 
next fall when Co. begins to get the benefit 
of additional capacity. 

Louisville & Nashville—SALE OF 
BONDS.—Co. hase sold -$4,000,000 4% 
bonds, due July 1, 1940, part of authorized 
issue of $75,000,000, now all issued except 
$13,129,000. Of this sum $10,844,000 is re- 
served for retirement of prior liens. 

Although 10 mos. of fiscal yr. shows de- 
crease of $1,383,000 in net, the figures are 
not alarming. In 1894 Co. closed its con- 
struction account and for 13 yrs. all appro- 
priations were charged to operating ex- 
penses. To 1908 $18,465,000 of surplus 
earnings were thus included in operating 
expenses for improvements. Since 1908 un- 
usually heavy appropriations for mainte- 
nance have continued. For 10 mos. of pres- 
ent yr. increase in maintenance was $2,175,- 
000, which more than accounts for the above 
decrease in net earnings. 

Massachusetts Electric—EARNINGS.— 
It is estimated that 3.2% will be earned on 
stock this fisc. yr. against 2.6% in 1912, 3.7% 














in 1911 and 6.3% in 1910. The banner yr. 
was 1906, with earnings of 11.6%. 

Massachusetts Gas.—DIV1DENDS.— 
Prospects are favorable for an increase in 
com. divs. to 5% yrly. The subject will be 
considered at next meeting of the board. 
Present earnings are at the rate of 6% on 
com. against 4.8% last yr., and advance in 
New England Gas and Coke Co. div. from 
3%% to 4%% gives Mass. Gas the greater 
part Of amount necessary to increase its 
own div. to 5%. 

Maxwell Motor.—PROSPECTS.—Presi- 
dent Flanders says, “Co. began operations 
without bonded debt and with real estate 
mortgages aggregating only $156,000. Thru 
experienced distributing and selling organi- 
zation taken over, Co. is assured of a ready 
market at home and abroad. Operations 
have been concentrated to acomplish all 
possible economies and sales and adminis- 
stration expenses will be reduced to a mini- 
mum, It is expected that full div. on Ist 
pref. stock and large part of div. on second 
pref. will be earned in first fisc. yr.” 

May Department Stores.—DIVIDENDS. 
—President Schoenberg says, “I favor con- 
servatism in divs. on com. stock. We 
earned about 11% on the com. last yr. and 
should do even beter in 1913.” 

Minneapolis & St. Louis —-GOOD PROS- 
PECTS.—President Newman Erb says, 
“Crop conditions are better than last yr., 
and traffic movement increasing. Physical 
conditions of property and ~ oe? show 
that abnormal expenses past 18 mos. will be 
reflected in increased revenue. No addi- 
tional financing will be necessary and about 
8% will be earned on pref stock in current 
fisc. yr.” Note obligations have been re- 
duced from $7,300,000 to $4,450,000 in 16 
mos. 

Minneapolis, St. Paul and Sault Ste. 
Marie—GOOD BUSINESS.—Pres. Pen- 
nington says, “Soo Line will earn $31,000,- 
000 in fisc. yr. ending June 30. Crop condi- 
tions are splendid with abundant moisture. 
Good volume of traffic moving. Annual re- 
port will show over 15% earned on com., 
and Wis. Central, sub-Co. of Soo, will earn 
4% on com.” 

Mo. Kansas & Texas.—EQUIPMENT 
TRUSTS.—Co. has sold $1,900,000 equip- 
ment trust 5s. maturing semi-annually to 
June 1, 1923. These are direct obligations 
of Co. and also secured by new equipment 
costing $2,376,000, on which 20% has been 


paid in cash. 

Montgomery Ward & Co.—QUARTER- 
LY REPORT.—Three mos. ended Mar. 31 
showed earnings at rate of 6% on com. 
stock after allowing 7% for pref. Assets 
were, real estate $6,320,000; merchandise 
and cash $9,110,000. 

Mo. Pacific—LARGE GROSS.—In 2 yrs. 
gross earnings have gained neary $10,000,- 

2 yrs. ago deficit was $5,000,000 after 
necessary adjustments, while this yr. sur- 
plus will be $1,500,000. For 11 mos. of fisc. 
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yr. increase in gross is $7,244,000 over last 
yr. Pres. Bush says about 50% of last yr.’s 
corn is still in farmer’s hands and 30% of 
wheat. He adds, “Co. could use some new 
money, but can get along comfortably until 
financial conditions improve. There is 
nothing pressing.” In 1911, it was costing 
Co. 43% of gross to move its traffic; in 1912 
this ratio was reduced to 39% and this yr. 
to 37.3% of gross. Co. will earn this yr. 
about $8,600 per mile of line operated 
against $7,295 in 1911. 

National Railways of Mexico.—SALE OF 
NOTES.—Co. has sold $25,730,000 2-yr. 6% 
notes to syndicate, proceeds to be applied 
to retirement of $23,000,000 notes due June 
2 and Nov. 15, and for other corporate re- 
quirements. 

New York Central.—CONSOLIDATION 
of Lake Shore into N. Y. Cen. will add earn- 
ings to permit a showing of 9% on Cen. 
stock against 6.2% for 1912. Co. is planning 
10 warehouses on West Side of N. Y. City, 
each with 9 upper floors and a sub-surface 
floor for tracks and switches. The ten 
buildings will have a total floor space of 
about 210 acres. Co. has ordered 179 loco- 
motives for delivery next fall. 

New York, New Haven & Hartford.— 
EARNINGS.—A surplus of not more than 
6% is indicated for the stock in yr. ending 
June 30 next. Earnings have been very 
unsatisfactory since Nov. Ont. & Western, 
majority of which is owned by N. Haven, 
will earn more than 2% in current yr. and 
it is probable that annual 2% div. will be 
resumed. This would give New Haven 
$583,000, or slightly over 4% of 1% on New 
Haven stock. 

New York, Ontario & Western.—(See 
N. Y.,.New Haven and Hartford.) 

N. Y. Railways—INCOME BONDS.— 
Unless May and June show unexpected im- 
provement, it is not like that Co. will de- 
clare more than 14% on income bonds for 
first 6 mths. of 1913. It is haped, however, 
to pay full 5% for the entire yr. 

New York Telephone—NEW TOLLS.— 
Co. has filed with Public Service Commis- 
sion a new schedule of rates which it is 
estimated will save toll users more than 
$650,000 yrly. Official says: “In general the 
rates are based on air line distances be- 
tween toll points.” 

Norfolk & Western—FLOOD DAM- 
AGE.—President Johnson says that to 
make permanent repairs will require 500 
men for 4 mos. and 200 men for 4 mos. 
longer. He expects to finish the work by 
Mar., 1914. Estimated damage is $526,000, 
loss of revenue $500,000, and further expendi- 
ture to prevent similar losses in future 
about $700,000. 

Northern Pacific—PROSPECTS.—Pres. 
Elliott says: “I think we will wind up the 
yr. about as a yr. ago, but we will have 
a much better R R.” Expenses in May 
and June will be heavy, as considerable 
90-Ib. rail is being laid, replacing 72-lb. and 
85-lb., which will be transferred to branch 
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lines. Vice-Pres. Clough says: “Proportion 
of earnings affected by recent Minnesota 
Rate Decision was about 34°.” 

Pacific Light and Power.—NOTE IS- 
SUE.—An issue of $2,500,000 6% one yr. 
notes was necessary because Co. decided to 
make power house at the Big Creek devel- 
opment 67,000 H. P. instead of 53,600, an 
increase of 25% over original plan because 
of enlarged demand for power in Los 
Angeles district. 

Pacific Mail—IMPROVED BUSINESS. 
Co. showed, for yr. ended Apr. 30, surplus 
from operations for first time since 1907, 
with gain in net earnings of $106,000. Sur- 

lus was $20,492, compared with deficit of 
$19,082 prev. yr. 

Pennsylvania—NEW STOCK.—New is- 
sue of 5,387,000 stock makes total out- 
standing gropore Unissued stock to 
amount of $67,886,000 is reserved for con- 
versions. This leaves $42,847,000 still avail- 
able for issue out of $600,000,000 authorized. 
Complete success of recent stock allotment 
is sharp contrast to many others. New in- 
vestors who bought Penn. have taken un- 
secured stock on substantially same basis, 
5%%, as the new Chinese bonds, which 
were practically guaranteed by 5 European 

“powers. Bulk of new stock was taken by 
olders of old stock—Pres. Rea_ says: 
“Statement to Pittsburgh Chamber of Com- 

merce that Co. earned last yr. only 4.83% 

on its investment referred to earnings of 
$35,776,000 in 1912 from railroad business 
alone, on $741,120,000 which had actually 
been expended on transportation property 
of Co. This figures about 4.83%.’ 


Peoples Gas Light and Coke.—NEW 
GENERATING STATION.—Bonds will 
be used in part to finance the new gas 
works, which ultimately will cost over $25,- 
000,000, but the larger part of this sum will 
be raised by sale of stock to shareholders 
at par. New capital will be required at rate 
of $6,000,000 to $8,000,000 a yr. for next 
4 yrs. 

Pere Marquette. —NEW LINE—It is 
understood that receivers have practically 
decided to construct 18 miles of line to con- 
nect Pentwater with Ludington. In quar- 
ter ended Mar. 31, which covers period since 
Gen. Mgr. Felton was a receiver, 
gross earnings increased $706,000 over prev. 
yr. and net earnings gained $736,000. 

Philadelphia Co—INCOME.—For yr. 
ended Mar. gross earnings increased 
$433,000 over previous yr. and total income 
decreased $480,000. Balance for com. stock 
was 7.96%, against 10.86% last yr. Co. has 
extended time for exchanging gh 5% pref. 
stock for new 6% to Jan. 1, 

Philadelphia Rapid fore, -cOiRE NT 
BUSINESS.—Surplus for yr. ending June 
30 next will be about $500,000, against deficit 
of $150,000 last fisc. yr. Co. has arranged 
a Pigee A loan of $4,500,000, to cost Co. about 


his temporary financing is to avoid 
ms of long-term securities in an unfavor- 
able market. 
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Pressed Steel Car—PROSPECTS.—Pres. 
Hoffstot says: “Plant is running at full 
capacity and we have more orders ahead 
than at any time within 2 yrs.’ 

Reading. —EA RNINGS.—Current fisc. yr. 
will show surplus for divs. close to 17% on 
com. stock, after appropriations for addi- 
tions and betterments. For 10 mos. ended 
Apr. 30 surplus after charges and taxes 
was $13,779,000, increase of $6,007,000 over 
last yr. 

Republic Iron and Steel—GOOD PROS- 
PECTS.—Chairman Topping says: “I be- 
lieve that under present prospects a much 
larger volume of new buyin x is inevitable 
in a few weeks. Co. broke all prev. records 
for production during May. Bookings are 
not in much danger of cancellation, as con- 
tract prices are at or below present level.” 


Rock Island—CASH ON HAND.—Co. 
has about $5,500,000 on hand and has in 
peers $9,000,000 of its own refunding 
bonds. Pres. Mudge says: “In 9 mos. ended 
Mar. 31, revenues increased $5,550,000 and 
net earnings gained $1,500,000, although 
maintenance has been over $15,000,000 this 
yr., an increase of $2,250,000 over first 9 
mos. of last yr. If we were headed for a 
money stringency I should not have spent 
all that money on the property. Co. is in 
better shape now than at any prev. time.’ 

Rubber Goods Manufacturing. — AN- 
NUAL REPORT.—Net sales for 1912 in- 
creased $1,560,000 over 1911; surplus after 
divs. decreased $826,000. This was due 
principally to sharp competition in tires. 
Plants have been well maintained and in 
several instances enlarged (Controlled by 
U. S. Rubber). 

Rumely (M).—NEW PRESIDENT.— 
C. S. Funk, for past 6 yrs. general manager 
of the International Harvester Co., has 
been elected Pres. of Rumely, with contract 
for 5 yrs. at $50,000 a yr. and liberal 
bonuses based on net earnings, beginning 
Jan. 1, 1914. Question of divs. on pref. will 
not be taken up until- outcome of this yr.’s 
business is known. 

St. Louis and San Francisco—EARN- 
INGS.—For 9 mos. ended Mar. 31, operat- 
ing income gained $1,414,000 in spite of 
increase of $1,332,000 in operating expenses 
and taxes (See special article on Frisco in 
this issue). 

St. Louis Southwestern—SALE OF 
NOTES.—Co. has sold $400,000 equipment 
trust notes, to-pay for 40 locomotives re- 
cently ordered, 200 coal cars and several 
special types of passenger cars. ‘ 

Sloss-Sheffeld. » EAR NINGS»~4Oficial 
says Co., has eargeéd, in first half of: fiscal 
yr., full year’s divs. on pref. stock. How- 
ever, Co. is now feeling: the let-up in steel 
and iron business.-~ At beginning. of Jan. 
only a nominal surplus of pig iron was 
stacked in its yards, whereas now. it has 
over 50,000 tons. 

Southern Pacific—EARNINGS.—For 9 
mos. ended March 31 total operating rev- 
enues were $6,566,000 more than prev. yr., 


















while expenses and taxes were $4,388,000 


more and operating income $2,177,000 
greater. (See Union Pacific.) 
Southern Railway—A PROSPEROUS 


YEAR.—Current fiscal period should show 
about 3.8% on com. stock, with net earnings 
about $1,000,000 over 1912. For first 9 mos. 
transportation expenses took 33.9% of gross 
against 34.6% last yr. Maintenance expend- 
itures have been more liberal than ever be- 
fore. 

Studebaker.— LARGE ORDERS.—AIl 
plants are working at capacity and Co. is 
now at least 15,000 cars behind. Sales for 
5 mos. have increased 20% over 1912 and 
promised to reach $45,000,000 for the full yr. 

Toledo, St. Louis & Western.—SUR- 
PLUS EXPECTED.—Chicago & Alton, 
controlled by Clover Leaf, will show a de- 
ficit after charges for current fisc. yr., but 
Clover Leaf itself will have a surpus of 
probably $80,000. Gross earnings of both 
roads have shown improvement over last yr. 
The Alton management has been spending 
freely for improvement of physical condi- 
tion of road—about $765,000 more for main- 
tenance of way and equipment than last yr. 
At present Clover Leaf would be better off 
without the Alton stock but it is confidently 
believed that within a few yrs. Alton will 
again be on a div. basis. 

Union Pacific—EARNINGS.—Probably 
about 15% will be earned on com. stock in 
current fisc. yr., against 13.8% in 1912 and 
high record of 19.2% in 1910. New compe- 
tition is probably in part responsible for 
lessened earnings, resulting from comple- 
tion of Western Pac. and the Spokane, Port- 
land & Seattle section of the Hill system. 
Also more new mileage has been added to 
U. P. in 3 or 4 yrs. than in the prev. 10 yrs., 
much of it being constructed to forestall 
potential competition. U. P. has presented 


to Circuit Court proposition to exchange“ 


So. P. stock for B. & O. stock held by 
Penn. system. Atty.Gen. McReynolds 
said Gov. had no objection to this plan. 

Penn. owns $42,547,200 B. & O. stock, but 
if plan is approved, Penn. will not get $42,- 
547,200 So. Pac. Of the B. & O. stock now 
owned by the Penn., 212,736 shares are of 
ref., which will be valued at 80. The 212,- 
O36 t remaining com. stock will be put in at 
par, making a total of $38,292,400. As So. 
Pac. will be valued at par, Penn. will get 
$38,292,400 of So. Pac. stock. 

Union Switch & Signal—GOOD EARN- 
INGS.—In first 4 mos. of 1913 Co. earned 
net equal to entire yr’s. div. of 12% on pref. 


and com. stocks, so that all earnings after 
May 1 will be velvet. 
United Box Board—ANNUAL_ RE- 


PORT.—Yr. ended March 31 showed total 
profits of $194,000, increase of $39,000. 
Year’s surplus after charges was $129,000 
against $89,000 prev yr. Current assets $1,- 
000,000 and current liabilities $594,000. 
United Fruit—GOOD EARNINGS.—To- 
tal net profits from fruit for 8 mos. to June 
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1 were nearly $1,300,000 ahead of last year. 


There will, however, be a large shrinkage 
in sugar profits this yr. due to low prices. 

United Light and Railways.—CURRENT 
EARNINGS.—For 10 mos. to Apr. 30, gross 
increased $523,000, net increased $282,000 
and surplus after charges increased $225,000. 
Surplus for com. for 10 mos. was $394,000. 

United Shoe Machinery. — YEAR'S 
EARNINGS.—Net profits yr. ended Mar. 1 
exceeded those of any prev. yr. This show- 
ing is especially encouraging since Co. has 
had to contend with various suits, both civil 
and criminal, brought against it by the 
government. 

U. S. Realty and Improvement.—AN- 
NUAL REPORT.—For yr. ended Apr. .30, 
gross earnings increased $216,000 over prev. 
yr.; balance after charges gained $211,000. 
Surplus equals 9.16% on stock against 8.3% 
prev. yr. Profit and loss surplus now $1,- 


United States Rubber—BOOT AND 
SHOE SALES eclipsed all records for yr. 
ended Mar. 31, increasing 25% over prev. yr. 
Evidently the directors in raising com. div. 
from 4% to 6% relied upon boot and shoe 
profits rather than Rubber Goods Co. divs., 
which were 9% in 1912 against 12% in 1911. 
(See Rubber Goods Co.) 

United States Steel—UNFILLED TON- 
NAGE.—Apr. 30 shows fourth successive 
monthly decrease, aggregate loss being 
nearly 1,000,000 tons. Orders billed out 
probably were 3,000,000 tons, so that incom- 
ing orders for the 4 mos. were at the rate 
of about 6,000,000 tons a yr. On this basis 
of new orders it would hardly seem that Co. 
could earn its 5% div., as in 1912 production 
was 12,506,000 tons and yet Co. earned only 
5.7% on stock. From organization in 1901 
to end of 1912, Co. increased its capacity of 
finished steel from 7,700,000 to 14,500,000 
tons or 88%; actual production increased 
over 50%; gross receipts, (including inter- 
Co. sales) increased 33%; but net available 
for divs. decreased 40%. This doubling of 
capacity and great increase in gross was ac- 
complished with only $128,000,000 increase 
in capitalization and an advance of less thn 
$50,000 in charges and pref. divs. Over a 
long oo of years, about 30% of finished 
steel has been used by railroads and another 
30% in general building. 

Virginia-Carolina Chemical—_DIVIDEND 
PROSPECTS.—Current earnings do not 
indicate passing of com. div. Ferti- 
lizer sales for current yr. will be 8% or 10% 
over last yr. and practically on a parity with 
1911. Prices have been well sustained. 
Cotton oil department will not do as well as 
last yr., but apparently 5% will be earned on 
com. stock. 

Virginian Railway—H. H. ROGERS’ 
DREAM COMES TRUE.—Probably 3% or 
more will be earned on pref. stock this fiscal 
yr. Gross earnings for 10 mos. have in- 
creased 27% and net earnings 52.5% com- 
pared with last yr. Great bulk of traffic is 
coal, probably over 4,000,000 tons for the 


220 





THE MAGAZINE OF WALL STREET. 


yr., and would be still greater were it not$1,100,000 interest on first mortgage bonds 


for lack of ships to handle it at tide water. 
Co.’s big coal plant near Norfolk has annual 
capacity of 6,000,000 tons. 

Vulcan Detinning—DIVIDEND PROS- 
PECTS.—Old management was victorious 
in recent struggle for control, but conditions 
are not satisfactory and it is uncertain 
whether the 7% pref. div. can be maintained. 
Last yr. earnings were 10.8% on pref. 

Wabash.—UNSATISFACTORY NET.— 
Slight recession of business in Wabash ter- 
ritory, but gross for fiscal yr. will probaly 
equal original estimate of $31,500,000 for full 
yr. However, only about 27% of gain in 
gross is being saved for net. Deficit for 
1912 was $2,864,000 and it is doubtful if this 
can be cut down more than $1,000,000. For 

mos. of current yr. operating ratio was 
73%, but management predicts 65% next yr. 

Western Pacific.—IMPROVED EARN- 
INGS.—Based on 9 mos., Co. should earn 
this fiscal yr. about $1,400,000 net after taxes, 
or about twice prev. yr. This would leave 


for Denver & Rio Grande to assume. 


Western Union.—BUSINESS SLOWING 
DOWN.—Rate of Co.’s expansion in gross 
has been smaller during past two mos., 
partly due to flood troubles in the West. 
However, full yr. will show a growth of be- 
tween 11% and 12%, adding about $5,000,- 
000 to revenues. Co. has had an unusual 
amount of cable trouble this winter, at one 
time 4 of its 8 Atlantic cables being out of 
commission. 

Westinghouse Air Brake—BIG EARN- 
INGS.—In 9 mos. to May 1 Co. earned 
larger net than in any prev. 12 mos. of its 
history, equaling 29% on the stock. 

Westinghouse Electric—ANNUAL RE- 
PORT.—For yr. ended March 31, gross 
earnings increased $5,781,000 over prev. yr. 
and manufacturing profits were $4,571,000, 
an increase of $979,000. Surplus equals 8.2% 
on com. stock against 6.1% prev. yr. Bal- 
ance sheet shows net current assets $14,600,- 
000 over current liabilities. 
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This section of the Investment Digest includes some of the more important properties, 
in regard to which authentic and trustworthy information has appeared during the month. 


Alaska Gold Mines.—Report for 1912 
gives $3,973 surplus. Co. has issued its first 
annual report covering 1912 yr. Pres. Hay- 
den says: Co. was organized in Aug., 1912, 
with authorized capital of 750,000 shares 
par $10. There were issued on Dec. 31, 
1912, 175,833 fully-paid shares, and subscrip- 
tion receipts for 517,295 shares on which $5 
per share had been paid. Co. owns $3,184,- 
000 bonds of Alaska Gastineau Mining Co., 
of the total issue of $3,500,000, and also 
owns $10,137,640 par value of stock of said 
Co. of total issue of $12,000,000. Upon or- 
ganization of Alaska Co. it was estimated 
that $4,500,000 would be required for equip- 
ment of properties of Alaska Gastieneau Co. 
and that money was provided for. When 
balance of $5 per share is paid July 1, 1913, 
on subscription receipts for stock, there will 
be in treasury $3,250,000 plus interest 
earned. 


Amalgamated-Anaconda.—Anaconda Co. 
will meet this mo. to take action on div. 
No change in rate is expected. Amalga- 
mated directors meet in Faly, and regular 
Anaconda rate means no change in Amal- 
gamated’s div. It is estimated that copper 
will have to drop below l5c. a Ib. to en- 
danger regular div. of $6 a share on Amal- 
gamated, and $3 a share on Anaconda. 

Anaconda’s output in May was 25,600,- 
000 Ibs.; near its largest total for any mo. 
An. report for 1912 shows income as fol- 
lows: Total sales, $51,723,032, an increase 


of $12,804,395 over those of prev. yr. Total 
receipts from all sources, $52,918,886, an 
increase of $13,371,567, and net earnings 
$15,796,709, a gain of $7,480,647. Div. dis- 
bursements totaled $10,830,250, leaving sur- 
plus $5,025,085, which compares with deficit 
of $565,032 for 1911, when divs. aggregated 


* $8,608,750. During yr., Co. turned out 294,- 


474,161 Ibs. of copper, 11,014,737 oz. silver, 
and 61,314 oz. gold. 

Braden.—Co. produced 1,148,000 Ibs. 
copper in May, the smallest output, of any 
mo. this yr. to date. It compares with 
1,350,000 Ibs. in Apr. and 1,662,000 Ibs. in 
Jan. Last mo. plants operated at half 
capacity. The old mill treated 7,570 tons, 
averaging 2.42% copper. Two sections of 
new mill handled 145,526 tons of 2.32% 
copper ore. 

Calumet & Hecla.—The directors have 
declared a quarterly div. of $10 per share. 
With payment of the $10 div. just declared, 
stockholders will have received $122,050,- 
000 in divs. since formation of the Co. 

Chino—Co. in Apr. made an output of 
4,046,800 Ibs. of copper, which compares 
with 4,587,500 Ibs. in Mar., 4,014,700 Ibs. in 
Feb. and 3,055,800 Ibs. in Jan. Co. had de- 
clared an initial quarterly div. of 75c. a 
share, payable June 30 to holders of record 
June 6. During the quarter 429,759 dry 


tons of ore were treated, the average per- 
centage of copper contained in ore treated 


being 1.9094%. 
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Consolidated Copper Mines.—Final plans 
for merging of Giroux Copper Mines, Butte 
& Ely, and Chainman Consol., provide for 
formation of Consol. Copper Mines Co., 
with $8,000,000 authorized capital, divided 
into 1,600,000 shares, par value $5, which 
will be exchanged for stock of the Co. to 
be merged in following ratio: Giroux new 
share for 2% old; Butte & Ely 1 for 6%; 
Copper Mines 1 for 3%, and Chainman 1 
for 25. Stockholders will be offered privi- 
lege up to July 31, 1913, of subscribing pro 
rata at par for $3,000,000 7% conv. he 
of the Consol. Co., payable in, four instal- 
ments, Aug. 1, 1913, Feb. 1, 1914, Aug. 1, 
1914, and Feb. 1, 1915. The bonds will be 
convertible into stock at par, and will be in 
cncmtnatons of $100, $500 and $1,000 
each. 

Goldfield Consol.—Earnings for past 3 
mos. have not justified the div. of 30c. a 
share, and it therefore deemed best to omit 
payment. The estimated net earnings for 
May were $291,000. The approximated net 
earnings for last three mos. were as fol- 
lows: Mar., $465,000; Apr., $193,000, and 
May, $219,000, making total $877,000. 

Granby.—Co. has of late been earning ap- 
proximately $90,000 net per mo., or at the 
rate of $6.60 per share, after bond interest. 
There have heen developed on the Hidden 
Creek about 10,000,000 tons, averaging 3% 
copper, in addition to which original Grand 
Forks mine had deveoped 7,000,000 tons of 
a lower average grade. Work on the new 
2,000-ton smelter has been maintained and 
by Jan. 1, 1914, it is expected production at 
Hidden Creek will start. The Hidden 
Creek Co. has been dissolved and property 
deeded to the Granby Co. 

Greene-Cananea.—The proposal to reduce 
capitalization will come up at annual stock- 
holders’ meeting June 16. Par value will 
remain unchanged at $60,000,000, the plan 
——’ for reduction from 3,000,000 to 

600,000 shares and from $20 to $100. The 
original offer to exchange 1% shares of 
Greene-Cananea for one of Greene Consol., 
will be changed to 3 Greene-Cananea for 
one of Greene Consol. Greene-Cananea an- 
nual report for 1912 states that Co. now 
owns 951,859 shares of Greene Consol.’s 
1,000,000, and all the capital of San Pedro 
Copper Co. Divs. from subsidiaries during 
yr. totaled $2,092,025, of which $1,819,877 
was disbursed. 

Mason Valley.—Co.’s smelter produced 
5,866,000 Ibs. of copper during first 4 mos. 
of this year, against 4,590,000 Ibs. in same 
period of 1912. An official of Co. says that 
divs. were to be inaugurated shortly. There 
was $160,000 cash in bank at end of Dec. 
Co. drew liberally from its selling agent, 
evidenced in annual report, showing ad- 
vances of $764,603 made against copper 
valued at $282,132. 

Miami.—Production for May amounted to 
1,938,900 Ibs., compared with 2,312,900 in 
Apr. and 2,676,703 in May a year ago. V.-P. 


Channing states that he expects to treat 
90,000 tons this mo., which would mean full 
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production of approximately 3,000,000 Ibs. 


Nevada Hills—Co. reports profits for 
Apr. $14,263, compared with a deficit in 
Mar. of $1,314. During the period, 2,218 
tons of ore were milled, realizing $44,189 
or $19.92 per ton. At end of the mo. there 
was owing to bank $50,000. The financial 
statement a close of Apr. showed total re- 
sources $93,4 Deducting $50,000 due the 
bank, there remains net resources of $43,- 
400. The new system began operations 
Apr. 10, and production has increased until 
it now averages 140 tons per day. 

Pearl Lake (Porcupine).—Col. Stevenson, 
Managing Director, has about completed 
report on measurement, deposits and sam- 
pling. The 400 level gives average assay 
of about $30, on the 600 level rich ore found, 
showing average assay $35. Co. has 3 veins 
of various widths on 600 ft. level. At depth 
of 800 ft., assays from diamond drills ran 
from $8 to $52, with vein 35 ft. wide. Suffi- 
cient funds shortly to be placed in bank 
to build the 250-ton cyanide mill, and 
finance operations underground until Co. is 
receiving income from _ output. Later 
despatch says: Full operations have been 
resumed. 

Quincy.—Co. 
share, payable June 
May 24. This is a reduction of 25c. 
last quarterly payment. 

Tennessee Copper.—Co. declared a div of 
75c. a share, payable June 20 to stock of 
record June 10. The last payment—$1.50— 
was made Jan. 20, 1913. Co. produced ap- 
proximately 7,000,000 Ibs. of copper in first 
4 mos. of this year. Acid production is un- 
derstood to have been at the rate of 200,000 
tons per annum. This total did not come 
entirely from Tennessee ores, as the plant 
has been doing some custom work for the 
Cuba Copper Co. Cost of production has 
been gradually rising, and in 10 yrs. has in- 
creased 2c. a Ilb., due largely to diminish- 
ing copper contents of ore treated. The 
1912 cost was llc. per lb., and average yield 
was down to 29.80 Ibs., from 35.96 lbs. per 
ton in 1902. 

Utah Copper-Nevada Consol.—During 
Apr. Utah Copper produced 9,834,894 Ibs., 
at cost of 8.8c. per lb. The tonnage treated 
for Apr. was 552,000 tons, which compares 
with average of 486,902 tons in first quarter 
of yr. The Utah Copper now mines over 
90% of its ores by steam shovels. For cur- 
rent quarter, a reasonable estimate of earn- 
ings is $1,000,000 more than divs., and for 
remaining half yr. the div. should be earned 
three times over. While no change in Utah 
Copper div. is expected, it is stated in well- 
informed quarters that prospects favor an 
extra div. of either 12%c. or 25c. a share on 
stock of Nevada Consol., in addition to reg- 
ular quarterly 37'%4c. a share. 

Wettlaufer-Lorraine.—Co. took no action 
on divs. According to a director, Co. 
has enough cash to pay two more quarterly 
divs., but at present ore reserves have prac- 
tically run out; funds will be used for addi- 
tion development work. 


declared a div. of $1.25 a 
23 to holders of record 
from 























SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


The Practical Use of Puts and Calls 


By H. T. H. 


of THe MaGazINnE oF WALL 
STREET are familiar with puts 
and calls, but for the benefit of any 
who may not thoroughly understand 
them I will begin by defining these terms. 

A put is a contract between A and 
B, giving A (the buyer and holder of 
the put) the right to deliver to B a 
specified number of shares of stock at 
a price agreed upon, at any time dur- 
ing the life of the put. The put may 
be for any length of time, from one day 
up. In New York the duration of the 
put is not usually less than two days 
nor more than 90. The price at which 
A may deliver the stock is usually be- 
low the market price at the time the 
put is agreed upon. 

A call gives A the right to demand 
from B a certain amount of the stock 
specified, at the agreed price, at any 
time while the call runs. It is the same 
as the put, only on the other side of 
the market. When A makes use of 
his put, he sells to B; when he uses 
his call, he buys from B.* 

In other words, puts and calls are a 
form of insurance. If A is long of 100 
Reading at 160 and buys a put at 158 
good for 30 days, Reading may go to 
i30 for aught he cares, since he can 
sell his 100 shares to B at 158 at any 


*Ed. Note.—A complete explanation y puts and 
calls will be found in vol. 8, p. 243, of this ma 
zine, under athe title “Options “= Privileges,” S 
“Rollo Tape.” The legal Re oy of these privileges 
were discussed in vol. by Lindsay Russell, 
a well-known New York’ oven, ) Banff ey 
have been answered at different times ss 

eges. 


Door ta) most of the readers 


various points connected with the use of privi 


time during the 30 days, no matter 
what the current price may be. If A 
is short of Reading at 160, he can pro- 
tect himself in the same way by a call 
and take a 30-day vacation, play goli 
and sleep soundly. News that Read- 
ing was selling at 200 wouldn’t bother 
him in the least. 
* * * 
— much as preliminary. Now 
the practical question is, Can you 
and I make money by using puts and 
calls? And if so, how? 

Evidently these privileges can be 
used in two ways: If you think Read- 
ing is going up, you can buy it at say 
160 and protect yourself by a put at 
perhaps 158; or you can buy a call at 
162, with the intention of calling for 
the stock when Reading gets up to 
170 and selling it at the latter price, 
thus making 8 points profit, less com- 
missions, tax, and cost of the call. (Of 
course, your broker handles all the de- 
tails for you.) 

Or if you think Reading is going 
down, you can sell it short at 160 and 
protect yourself by a call; or you can 
buy a put at, say, 158, and then when 
Reading gets down to 150, buy the 
stock at that price and “put” it at 158, 
making the difference. It’s all very 
simple, though many traders don’t un- 
derstand it because they have never 
looked into the matter. 

Now it is perfectly clear that the 
man who cannot use judgment on the 
market cannot make money by means 

















THE PRACTICAL USE 


of puts and calls, any more than he 
could without them. They don’t afford 
any easy road to wealth, nor any 
roundabout way of catching the mar- 
ket by the tail when it isn’t looking. 
So many different people are watching 
for these special opportunities that 
they vanish before they come in sight, 
to paraphrase a well-known descend- 
ant of an Irish king. 

If you are going to make money out 
of stocks, you have got to tackle fair 
and match your judgment against the 
other fellow’s. Then let the best man 
win. 

Nevertheless there is something of 
a science in using puts and calls. Solo- 
mon says there is a time to laugh and 
a time to weep, a time to sing and a 
time to be silent, and so on, and doubt- 
less he would have added a time to 
buy puts and calls and a time to let 
them alone if he had thought of it. 

* * *” 


HERE are two elements in this 

thing—the trend of the market 

and the price of the privilege. First 
let’s consider the trend. 

In a bull market you can use privi- 
leges in two ways: 

(1) When you think a reaction is 
due, you may buy a put with a view 
to buying your stock on the reaction 
when the price gets down around or 
below the price of the put. This re- 
duces your risk to a merely nominal 
amount, or perhaps in some cases to 
nothing at all, and it also gets you into 
the market at a favorable time. 

For example, suppose Reading has 
declined from 180 to 160 and has 
turned up again to 164. You think a 
bull market has started, but you expect 
a reaction. Suppose you buy puts at 
161%. Reading touches 165, then re- 
acts to 162%, where you buy. Your 
risk is only one point, plus cost of put. 
If you prove to be right and a bull 
market is in progress, you may make 8 or 
10 points. 

But you don’t want to jump in and 
buy Reading at top prices simply be- 
cause you can protect yourself by a 
put. Buy the put when Reading is, 
as you think, on the top of a rally, so 
as to get the put at as high a price as 
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possible, but don’t buy your stock un- 
til you consider it a good purchase re- 
gardless of the put. 

(2) To use a call to advantage in a 
bull market, you wait for the reaction 
and then buy the call. That is, in the 
example just given, when Reading had 
reacted to 162% you could perhaps get 
a call at 164%. If you are right and 
the market continues its advance, you 
may make 5 or 10 points on that call— 
and without any risk whatever, or the 
necessity of any deposit with your 
broker. Your expenses are the price of 
the call, commissions and tax—not even 
interest. 

But chances would be against you 
if you bought the call when Reading 
was 164 or 165. Your call would then 
be too high above the market to be a 
good purchase. 

In a bear market the above situation 
would simply be reversed. You would 
buy calls when you thought a rally was 
due, and then sell short on the rally, 
relying on your calls for protection; 
or you would buy puts when you 
thought the rally was over, with a view 
of buying your stock at a lower price 
and exercising the puts, thus getting 
a profit in between. 

It is worth noticing here that you 
may, if you wish, operate on the bear 
side of the market without ever selling 
short. Some traders never feel com- 
fortable on the short side. As I heard 
one man say, “There is a bottona, but 
no top.” If you don’t like the short 
side, you can simply buy puts as ex- 
plained above, and later buy your 
stock and sell it on your puts, without 
ever being short at any time. 

+ * * 


THE second element is the price of 

the privilege. When the market 
is active, puts and calls are naturally 
priced at some little distance from the 
last market. When it gets dull, the 
price of calls crawls down closer to 
the price of the stock, and the puts 
crawl up. 

If Reading closes at 160 in an ac- 
tive market, puts might be 157 and 
calls 163; but in a dull market puts 
might be as close as 159 and calls 161. 
Manifestly the psychological 


mo- 
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ment to buy privileges is in a dull 
market just before it starts on an ac- 
tive move. No one can always tell 
when this condition exists, but almost 
any one can exercise some degree of 
judgment about it. We all know that 
activity and dullness are likely to al- 
ternate with some reasonable degree 
of regularity. The longer a period of 
dullness lasts the more probable it 
becomes that a period of activity is 
approaching. 

We also know that there is a sort 
of cycle of stock market activity. 
Starting with a dull market at low 
prices, an advance sets in, becoming 
more active as it proceeds, until the 
force of the bull movement has ex- 
hausted itself. Then another period of 
dullness, followed by another move- 
ment. This second movement may of 
course be either up or down, according 
to conditions; but after a good ad- 
vance the chances are naturally some- 
what in favor of a decline, as higher 
prices have probably induced some in- 
vestors to sell, thus increasing the 
load of stocks on the market. 

As the next downward movement 
gets under way it becomes more ac- 
tive and continues until checked by 
investment purchases. Then comes 
another period of dullness, with the 
chances favoring an advance. 

The trader who watches for these 
periods of dullness, makes up his mind 
then which way the next move is 
likely to be, and buys puts or calls at 
a price close to the market, is in an ex- 
ceptional position. His risk is trifling, 
he requires only a very small capital, 
he never has anything to worry over, 
and he has large possibilities of profit. 

The trader who wishes to work on 
this plan should keep a graphic of the 
daily “averages”—either compiling the 
figures himself or using some of those 
printed in the daily papers—and 
should study them with a special view 
to using puts and calls. The longer 
he does this the more expert he will 
become in picking the right time and 
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the right side of the market when he 
buys his privileges. 


* * * 


THE plan of buying calls in a bull 

market or puts in a bear market 
has several special advantages, one of 
the greatest of which is that, since the 
trader is neither long nor short at any 
time, he is less likely to become pre- 
judiced and lose his judgment. In re- 
ality he is always out of the market, 
but has at his command the right to 
make a trade and close it the same day 
whenever he thinks best. 

Another advantage of this method is 
that he pays no interest, and doesn’t 
pay commissions and tax until he has 
a profit in sight. If he buys stock and 
protects himself by puts he has inter- 
est, commissions and tax to pay whether 
he gets a profit or not. But if he buys 
a call, he has no expense but the cost 
of his privilege, unless he exercises the 
call, and he wouldn’t do that until he had 
a profit. 

Again, if he buys his stock and buys 
a put for protection, the put may and 
probably will be lower than the price 
he paid for the stock; consequently if 
he turns out wrong and the market de- 
clines, he loses the difference between 
the put price and the cost of the stock. 
But if he buys calls and the market 
goes down, he loses nothing but the 
cost of the calls. 

On the other hand, the disadvantage 
of this plan is that when he is right he 
pays a higher price for his stock than 
if he had bought it at the market and 
protected it by a put. In an active 
market, where privileges are some dis- 
tance from the price of the stock, this 
may be an important consideration. 
In a dull market the difference will 
not be so great. 

I have met many traders who 
thought there was no advantage in 
puts and calls. This is true if they 
are used in a hit-or-miss, planless way ; 
but there is an expert way to use them 
with profitable results. 





























Notes on Office Trading 


XIIl—The Realities of Office Trading 








any other business in respect that 

business principles, sound tech- 
nical methods and methodical persistence 
are essential to success. A good many 
people seem to think, and will say, that 
they are making a business of it, whereas 
the fact is they are only making a busi- 
ness of wasting five hours per day in a 
broker’s office, and their trading really 
gonsists of spasmodic gambles. I am 
unable to see why business methods and 
business principles should be supposed 
to be the exclusive prerogative of the so- 
called “insider.” A good proportion of 
office traders are men who have made 
money in some other business and know 
what business principles and methods 
are. Why they should think these meth- 
ods and principles are not equally ap- 
plicable to this one particular business is 
beyond me. 

As a matter of fact, the shoe is on the 
other foot. The “insider” may, occasion- 
ally be operating on what virtually 
amounts to a “sure thing” basis. The 
office trader of the common or garden 
variety—which means all the rest of us— 
never can, or anything like it. 

In this particular aspect of the stock 
trading business I do not see why so 
many people, otherwise intelligent, will 
persistently act as if the principles and 
methods of stock trading were different 
from those they themselves used in other 
lines. I have discussed some of these 
principles in a former Note, and a little 
thought will show that they are really 
nothing more than commonly understood 
business ideas expressed in stock trading 
terminology. 


on trading is no different from 


* * 


I have described, as well as I could, 
what I believe to be the proper angle 
from which to view the materials the 
office trader has to deal with in forming 
his trading judgment. When formed, 


this judgment simply amounts to an 
opinion as to the direction to be taken 
by prices at the next change of price 
The commitment itself is merely 


level. 





the backing of that opinion by a bet. 
The trader who confines himself to the 
making of occasional, isolated bets of 
this kind is betting against odds which 
are needlessly heavy. And he is, in so do- 
ing, deliberately ignoring one of the only 
two ways in which he can incline the nat- 
ural odds in his favor. I have already dis- 
cussed the question of limiting the pos- 
sible loss as regards each separate trans- 
action. The other, and possibly more 
potent, principle is the matter of con- 
tinuity in trading. 

Before acting upon a diagnosis the 
trader must contemplate the possibil- 
ity (and in most cases the great probabil- 
ity) of having to make a connected series 
of trades based on the one diagnosis of 
the trading outlook. Some of these com- 
mitments will show losses and some will 
result in profits. The trader is to hope 
that the balance will be on the credit 
side, and is to be satisfied if it is so to 
even a moderate extent. I would ask 
nothing better than to be guaranteed an 
éighth of a point, net, per day. 

We have not gone far enough yet. 
Any sound .trading method implies that 
no commitment is to be made without 
justification, i. e., it is to be made upon 
the basis of a distinct, reasoned diagnosis 
of conditions. Now comes the real point: 
All diagnoses must be made uniformly, 
as regards the considerations upon which 
they are based. In other words, the 
trader must rely upon the laws of aver- 
age for the results of his operations, and 
must also see to it that he gives his own 
mental operations the benefit of the same 
laws. If he fail to do this he has no 
means of judging the soundness of his 
deductions and methods over a period of 
time. 

For this reason he should keep exact 
and uniform records of all his transac- 
tions, and study them, especially those 
that show losses. A loss may arise, for 
instance, in consequence of making a 
trade based on a wrong diagnosis; but 
it may arise from bad technical handling 
of an otherwise quite correct commit- 
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ment. The idea is to find out why a bad 
trade turned out wrongly, and also to 
note whether a good one could have been 
improved upon. The trader must con- 
tinue to be a student of the market—and 
of himself—to the end of his career. In 
this manner he will gradually accumulate 
a fund of maxims, applicable to his own 
trading, showing that it pays, or it does 
not pay, on average, to do certain things. 
He will learn to guard against being 
fooled quite so often in the same way. 
I am frequently told by someone, “I al- 
ways lose money when I do so and so,” 
just as if that were a justification for 
doing something that experience had 
proved to be the wrong thing to do. 

This study will, of course, also benefit 
him in another way. As time goes on 
he will learn to discriminate between the 
features of the situation that are really 
significant as trading indications and 
those that are merely fortuitous. We 
here touch upon a point far too much 
neglected by traders: the waiting for and 
then promptly seizing the exact right 
moment to put a trading opinion in 
action. In this particular respect I think 
ordinary traders err on opposite sides 
about half and half. It is both dangerous 
and costly to get in too soon, and costly 
and dangerous to wait too long. And 
the only way to learn to judge the time 
is by practice and careful comparison be- 
tween expectation and realization. 

The combination of the different lines 
of study of trading records that have 
been alluded to should give the trader 
a basis for a more or less coherent trad- 
ing method suited to his temperament. 
But he must not delude himself into the 
belief that in this or in any other way 
he will ever be able to arrive at any “sure 
thing” idea or method. There is no 
such thing. From his first transaction 
to his last he will be guessing, i. e., acting 
upon decisions which are only in part 
founded on objective reasoning. Unless 
and until he gets this fact thoroughly 
grounded in him he will be looking at 
trading from a wrong angle. 


* * * 


If the trader is to rely upon the laws 
of average he must give them a fair 
show. He must trade consistently and 
persistently. If his particular method in- 
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dicates that a certain trade should be 
made, he must make it and not attempt 
to pick and choose. I do not see, myself, 
how it is possible to evaluate, beforehand, 
the relative potential value of trading 
opportunities. I am frequently told by 
someone that he is waiting for a “‘good 
chance” to start trading. If he would 
leave the word “good” out or change it 
to “next,” it would sound more reason- 
able to me. It is easy to see, afterwards, 
that a buy or a sale at a particular time 
would have been worth a good many 
points more than usual. But, so far as 
my observation and experience go, one 
chance (provided, of course, that it is a 
chance) looks very much like another, 
beforehand. 

The trader, therefore, must make up 
his mind to be on hand during the whole 
of every market day, and not take an 
afternoon off just because there is noth- 
ing doing or stay away because it is 
Saturday. Trading indications come like 
the proverbial thief in the night, and 
some of the best ones come when par- 
ticularly few people are looking. More- 
over, it is very easy to lose touch with 
the course of the market. There is no 
substitute for personal watching of the 
market in action. I find that if I am 
obliged to be away for a day or two, it 
takes me one or two days more to get 
back so that I feel I can tell anything 
about the temper of the market. Still 
more so, in the case of my summer vaca- 
tion. My assistant keeps my records up, 
of course, but I have to watch the market 
for some time after my return before I 
can dope out anything to my own satis- 
faction. Nevertheless, I consider a good 
vacation a profitable investment. 


oa * * 


I have now attempted to describe the 
way in which I look at the subject of 
Office Trading—as a strictly business 
proposition, subject to business principles 
and to be pursued along strictly methodi- 
cal business lines. When so conducted, 
it is, I am convinced, exposed to less than 
ordinary business risks of severe loss, 
and capable of affording much more than 
ordinary business chances of substantial 


success. 
(The End.) 








Fallacies of Wall Street 


That Every Dollar Made Means a Dollar Lost by Some One 








MASS of traditions, maxims, 

A proverbs, theories, has devel- 

oped around the general sub- 

ject of Wall Street. The great bulk ot 

these conclusions, deductions, inferences, 

or whatever we may choose to call them, 
clings about stock market operations. 

There is such a large human element 
in the dealings in stocks that the most 
hopeless and useless task oftentimes is an 
atteanpt to evolve formulas and rules to 
fit cases. There is such a large element 
of pyschology in the daily trading on the 
stock exchanges that naturally a lot of 
offhand observations result, without re- 
gard to their crudity, falseness or 
rationale. 

Typical of such false notions that have 
grown up about the business of security 
trading is that with which we have 
headed our article. Yet multitudes of 
people accept the statement that every 
dollar of profits taken is one that some 
one has lost. Especially those who have 
lost money in ill-advised or rash spec- 
ulative ventures are ready to accept, 
without the least reasoning in the matter, 
this unfounded and illogical conclusion. 
When such a statement is made it may 
often be attributed to non-success of this 
character, but back of it all is a monu- 
mental ignorance of the way the prices 
of securities move and the incidents of 


trading. 
* * 


ONE of the commonest errors is the 

assumption that when a stock falls, 
say, twenty points many people have lost 
twenty points on that particular security. 
As a matter of fact, it might be that very 
few lost more than one point or even a 


half point. It all depends upon the 
circumstances. 

Suppose a stock is selling at par, and 
the market begins to decline. The stock 
falls by eighths, quarters, or halves. Sup- 
pose, again, that just as soon as the 
holders of the stock at the highest price 
learn of the decline they sell. It may be 
argued that many people bought at the 





high price. Over against this, however, 
is the fact that often the highest prices 
are reached on comparatively light trad- 
ing and only a few people hold the stock 
at the top prices. In our illustration per- 
haps the great majoritv of holders pur- 
chased at 90 and lower; consequently 
the loss during the ten-point fall was dis- 
tributed by small degrees all the way 
down, each*owner seeing the decline and 
selling out before his loss amounted to 
much. 

This argument is built on the hypoth- 
esis that the buying on the way up to 
par was for long account, and the selling 
on the way down was by these same 
holders, but, of course, it is obvious to 
anyone acquainted with the market that 
short selling usually enters into the 
question to a greater or less extent. 

Now let us suppose there is some short 
selling. Let us take it for granted that 
when the stock touched par there was 
some selling for the short account and 
there had been short selling along the 
line up to par. It is obvious that when 
the stock declines a point there has been 
a loss to some one or various persons of 
a point, at least on paper. Suppose a 
great many people that bought this 
stock that was sold short from par 
down were investors buying the stock 
because they thought it was cheap, and as 
prospects of further dividends were good, 
they were willing to hold the stock in- 
definitely. They would have a paper 
loss; on the other hand, they might hold 
the stock until the general market made 
several long swings, carrying the stock 
with it downward and upward, and then 
they would have made up all the paper 
loss and secured a profit. 

* * * 

THE principal error in the statement 

that “for every dollar made in the 
security market there is a loss of a dollar” 
lies in the fact that no consideration is 
given to time and purpose of purchase. 
This brings up the question whether it is 
an upward or downward trend of the 
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market which is being considered. If it 
is a bear market there is the ground for 
saying that for some dollars gained there 
is a corresponding loss to some indivi- 
duals or groups of persons, for the rea- 
sons suggested in the previous para- 
graphs ; but in a pronounced bull market 
the statement is utterly fallacious. This 
does not take account of the little dips 
and rallies. It is the broad general mar- 
ket that we are considering. 

At the bottom of the panic in 1907 
numerous investors bought stocks, held 
them for ten, twenty or forty points and 
then sold them. Could it be said that 
any one had lost money to the extent that 
these people had made it? It must not 
be forgotten that during the subsequent 
rise the corporations whose stocks had 
fallen to such extremely low levels were 
constantly becoming stronger and their 
stocks were steadily getting into a better 
position, so that if a stock like Steel com- 
mon, which sold at 21 in the panic, rose 
to 60, which is acknowledged to be its 
worth at least by a number of critics, its 
position became vastly different. Now 
if the buyer at 21 sold at 60 the difference 
of 39 points could not be said to have 
been lost unless some one simultaneously 
sold short at 21 and covered at 60. 

* * * 
T needs but the suggestion of such 
questions to show how complex the 
whole matter is, owing to the varying 
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character of the market and to the differ- 
ence between a paper loss and an actual 
loss. 

We therefore cannot say that every 
recession of a point in the price of a 
stock means an actual loss to some one. 
The loss may be temporary and shown 
on paper only, whereas by retaining the 
security the eventual outcome is possibly 
gain or at least no loss. 

As well apply the rule to the other mar- 
kets of the world. It could be said with 
just as much reason or logic that the 
electrical manufacturer who buys copper 
at so much per pound, takes it away and 
keeps it in his storehouse, loses money 
when the market fluctuates and the metal 
goes to lower prices. 

A further examination of the question 
shows that there are circumstances under 
which nobody loses or gains by a decline 
in price of a stock. Suppose an inactive 
stock has reached par, and is quoted 95 
to 100. On the sale of a few shares 
the price breaks to 95 because somebody 
sells a few shares at a five point conces- 
sion. Does that one person, by his act 
of selling perhaps fifty shares, cause 
every holder to lose five dollars? Here 
we have the gainer and the loser in the 
same person. Another person in buying 
a broken lot may have to pay an advance 
of five points over the last sale. Shall 
all the holders then figure that they are 
again five dollars better off? 








Transactions by Brokers After Insolvency 








brokers after insolvency, or hypotheca- 

tion of customers’ securities after in- 
solvency, a felony, became law after the ad- 
journment of the New York legislature by the 
signature of Governor Sulzer: 

An Act to amend the penal law, in relation 
to transactions by brokers after insolvency 
and in the hypothecation of customers’ se- 
curities. 

The people of the State of New York, rep- 
resented in Senate and Assembly, do enact as 
follows : 

Section 1. Article 86 of Chapter 88 of the 
laws of 1909, entitled “An Act providing for 


TT’ following bill making transactions of 


the punishment of crime, constituting Chapter 
40 of the consolidated laws,” is hereby amend- 
ed by adding at the end thereof two new sec- 
tions, to be Sections 955 and 956, to read as 
follows: 

§955. Transactions by brokers after in- 
solvency. A person engaged in the business 
of purchasing and selling as broker stocks, 
bonds or other evidences of debt of corpora- 
tions, companies or associations who, knowing 
that he is insolvent, accepts or receives from 
a customer ignorant of such broker’s insolv- 
ency, money, stocks, bonds or other evidences 
of debt belonging to the customer otherwise 
than in liquidation of, or as security for, an 
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existing indebtedness, and who thereby causes 
the customer to lose in whole or in part such 
money, stocks, bonds or other evidences of 
debt, is guilty of a felony punishable by a 
fine of not more than $5,000, or by imprison- 
ment for not more than two years, or by both. 
A person shall be deemed insolvent within the 
meaning of this section whenever the aggre- 
gate of his property shall not, at a fair valua- 
tion, be sufficient in amount to pay his debts. 

§ 956. Hypothecation of customers’ securi- 
ties. A person engaged in the business of 
purchasing and selling as a broker stocks, 
bonds or other evidences of debt of corpora- 
tions, companies or associations, who 

1. Having in his possession, for safe keep- 
ing or otherwise, stocks, bonds or other evi- 
dences of debt of a corporation, company or 
association belonging to a customer, without 
having any lien thereon or any special prop- 
erty therein, pledges or disposes thereof with- 
out such customer’s consent; or 

2. Having in his possession stocks, bonds 
or other evidences of debt of a corporation, 
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company or association belonging to a cus- 
tomer on which he has a lien for indebtedness 
due to him by the customer pledges the same 
for more than the amount due to him thereon, 
or otherwise disposes thereof for his own 
benefit, without the customer’s consent, and 
without having in his possession or subject to 
his control stocks, bonds or other evidences 
of debt of the kind and amount to which the 
customer is then entitled, for delivery to him 
upon his demand therefor and tender of the 
amount due thereon, and thereby causes the 
customer to lose, in whole or in part, such 
stocks, bonds or other evidences of debt, or 
the value thereof, 

Is guilty of a felony, punishable by a fine of 
not more than $5,000, or by imprisonment for 
not more than two years, or by both. 

Every member of a firm of brokers, who 
either does, or consents or assents to the do- 
ing of any act which by the provisions of this 
or the last preceding section is made a felony, 
shall be guilty thereof. 

§2. This act shall take effect immediately. 





Placing Orders 





at the Opening 








POINT often overlooked by the trader 

A is the danger that exists in placing 

unlimited orders over night, or in 

the morning without inquiring about prices. 

In nineteen cases out of twenty this is all 

right, but in the twentieth case it may result 
in an unexpected loss. 

For example, suppose Steel common closes 
at 62 and when you look over your evening 
paper and see what the market has done, you 
come to the conclusion that the stock is a safe 
purchase at that figure. You drop your broker 
a letter telling him to buy Steel at the market. 
This will be at the opening the next morning. 

But suppose the next morning some sensa- 
tional news comes out onthe tickers before 
the opening which causes Steel to open at 63% 
to 64, and when you get your report you find 
that you have paid 64 for it. Probably you 
would not have bought at 64 if you had known 
in advance what you would have to pay. 

There is special danger of the market open- 
ing several points up or down when important 
matters are pending and still unsettled. Take 
such events as the filing of the suit against 
the Steel Corporation, or the various plans for 
the dissolution of the Harriman Lines. An 
important development over night in such 
cases may cause a stock to jump four or five 


. points at the opening. The raising of the div- 


idend on Rubber common is a recent case in 
point. 

A high opening of this kind is generally a 
poor time to buy; and it is easy to avoid such 
a purchase by limiting your order, not to the 
closing price, but to the highest price you are 
willing to pay. If Steel closed at 62, you would 
be willing to pay, let us say, 6254; so you put 
in the order to “Buy 1,000 Steel 6254.” You 
have nothing to lose in execution by this, for 
of course your broker understands that you 
want to buy as low as possible, and you will 
not pay any higher price for your Steel than 
if your order had been to buy at the market. 

Another consideration is that limiting your 
order in this way often enables you to buy at 
a lower price than the opening figure. Steel 
may open at 62% to 63, react to 62%, and then 
continue its advance. At the opening you 
would probably have paid 63, but a limited 
order as low as 62% would be sure of execu- 
tion. But your limit should not be placed too 
low. The effort to get the last eighth will 
cost you money in the long run. The proper 
limit in such a case is the highest price you 
are willing to pay, not the lowest price at 
which you could possibly hope to buy. 
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Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 
interest to other readers, or to ask any questions in regard to the science of invest- 
ment, methods of operating, customs of the markets, general financial conditions, etc. 
If you disagree with us or with any contributors to this magazine, we will gladly print 
your criticisms (space permitting), and we welcome all suggestions. If you find any- 
thing in our pages that especially appeals to you, we shall be glad to know it, so as to 
get a line on what you want. Never mind the style of your comments—this isn’t a 

terary contest—but please write on one side of paper only. If you desire a personal 
es | to questions, please enclose stamped and self-addressed envelope. Address, THE 
FORUM, care of Magazine of Wall Street.] 


The London Market and Foreign Exchange 


NOTICE in last month’s number a 
communication signed “QO. K.,” re- 
ferring to the trading in American 

stocks on the London market, and its 
effect upon the supply and demand in 
New York. There is, as you state, no 
record of these transactions available 
either here or abroad, but the balance of 
excess buying or selling of London is 
sometimes ascertainable through a study 
of the movements of foreign exchange. 

Undoubtedly, for the layman to at- 
tempt to attach a stock market signifi- 
cance to every movement of exchange 
would be altogether foolhardy, since the 
exchange market is probably quite as 
complex as is the stock market, and sub- 
ject to as many influences. 

As bearing upon “O. K.’s” query, I 
shall attempt to explain briefly the prin- 
cipal causes for the fluctuations of for- 
eign exchange. As is the case with 
other things the price of exchange is 
depressed by an excess of the supply, 
and rises as the result of an excess in 
the demand, although it tends also to 
fall with rising interest rates here, and 
conversely—to rise with falling interest 
rates abroad. 


There exist two great sources of the 
supply of exchange. 

1. Exports. 

(a) Through the export or sale 
abroad of merchandise. 

(b) Through the sale or export 
abroad of securities. 

In each case the seller here is drawing 
drafts on the foreign buyer for the pur- 
chase price. 

2. Loans. 

(a) Foreign money is 
loaned in this country. 

(b) Through “finance _ bills” 
money is being borrowed at 60 or 
90 days “sight.” 

In either case, the operation neces- 
sitates the drawing of drafts on the 
lender. 

Sources of the demand for foreign ex- 
change are: 

1. Imports. 

(a) Imports or purchases of mer- 
chandise. 

(b) Imports of purchases of se- 
curities. 

2. Repayments. 

(a) Of short term notes and fin- 
ance bills. 
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3. Remittances. 

(a) Of interest and dividends on 
great sums-of foreign capital in- 
vested here. 

(b) For payment for freight and 
insurance money earned here by 
foreign companies. 

(c) For our 
abroad, etc. 

Thus, the more there is owing us from 
abroad, the lower the price of exchange, 
and the easier it is for us to import gold, 
and conversely. 

A recent example of the possibility of 
determining Europe’s’ attitude toward 
our securities was evidenced by the rise 
of foreign exchange for the several 
weeks prior to May 28, and since, to 
June 6. I quote from a recent letter of 
mine, dated May 23: 

“In the last two weeks foreign ex- 
change (demand) has risen a half of 
one cent or more in the face of a num- 
ber of events usually calculated to de- 
press the price by producing a supply of 
exchange. These were: 

“1. Exports of $12,000,000 in gold as 
special transactions. 

“2. An unusually large excess in the 
balance of exports over imports—$55,- 
000,000 for April. 

“3. A city bond issue, some of which 
undoubtedly went abroad. 


tourist expenses 
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“4. A rise in moiey rates here and a 
decline in European rates, except at 
Berlin. 

“Ordinarily, the foregoing would be 
all powerful factors in forcing exchange 
downward. There can be only one rea- 
son for its rise, i. ¢., the sale of foreign 
owned stocks on the New York Stock 
Exchange. Additional corroborative evi- 
dence that selling from this source has 
occurred, is seen in the decline, with rel- 
atively large volume of trade, in Cana- 
dian Pacific, Union Pacific, etc., as in- 
dicative of the source, and a decline in 
Virginia-Carolina, N. Y. Central, etc., 
together with gold exports to France, as 
suggestive of the source of supply in 
those stocks. The decline has ceased, 
and both yesterday and today, as foreign 
exchange dropped, the market rose.” 

Then followed the rise of the 23d, 
24th and 26th of May. Possibly the 
Frisco receivership, coupled with the 
new German Government loan, accounted 
for the short life of this advance; at any 
rate, as the market fell again, exchange 
continued to rise. 

It seems, therefore, from the forego- 
ing and other occasions which a consid- 
eration of your space forbids me from 
recalling, that a closer study of exchange 
movements might at times prove of 
value to the speculative fraternity. 

HALIBURTON FALEs, JR. 


Investing on a Scale 


DITOR or THE MAGAZINE OF 
E. WALL STREET: 


For some years, I have been 
accumulating money with the inten- 
tion of investing it in the next period 
of very low prices. It seems to me 
that we are now in such a period; but 
I have no means of determining how 
low prices will go. Certain stocks 
begin to look cheap to me, but, of 
course, we never can tell what may 
happen to make them very much 
cheaper. Do you think the present de- 
cline will run into anything like that 
of 1903 or 1907, and what stocks do 
you think it advisable to buy on a 
scale down?—G. T. 

Ans.—The present 


situation con- 


tains the chief causes which produced 
the declines of 1903 and 1907 with 
some additional factors thrown in. In 
1903 the trouble was an overproduc- 
tion of securities. Many individuals 
and syndicates, who were engaged in 
the promotion of large industrial com- 
binations, found themselves with an 
unwieldy load and were forced to 
liquidate. This situation now prevails 
abroad, and would be present to a 
greater extent in this country if bank- 
ers had not held back a great number 
of bond issues which were contem- 
plated a few months ago. Neverthe- 
less the world’s money and security 
markets must be considered more or 
less of a unit because the markets are 
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so closely related that a weakness in 
one country is immediately reflected in 
the others. 

In 1907 we suffered a money panic; 
that is, we were short of actual cash. 
While the banks of this country are 
heavily extended and the proportion of 
reserve to deposits is very low, we still 
have $500,000,000 emergency currency 
to fall back upon. This emergency 
currency would tend to keep the in- 
terest rate from remaining above 10 
per cent. for any great length of time; 
but when emergency measures are 
necessary, the situation is always bad. 
You will see, therefore, that we now 
have a combination of the troubles 
which arose in 1903 and 1907—un- 
digested securities and shortage of 
cash. 

In addition the situation is clouded 
by the impaired credit of the railroads, 
with prospects of further legislation 
and interference by the various states 
so that railway securities can only be 
floated at exorbitant rates. The Min- 
nesota rate decision throws the final 


adjustment of this matter into the 
hands of Congress, where it will take 
a year or two at the very least to put 
through measures such as will give the 


railroads the necessary relief. Hence 
the railways will not be able to raise 
money for the purchase of rails, equip- 
ment, etc., and as the railways are the 
largest consumers of steel products, 
this will immediately react upon the 
steel companies. Enterprises of other 
sorts will also have to be postponed 
until the money market is in a much 
more favorable position. Therefore, 
consumption of copper and _ other 
metals, lumber and various other ma- 
terials which go into the different 
forms of construction in railway, in- 
dustrial and building operations, will 
all be curtailed until times improve. 

A fourth factor, which alone would 
be sufficient to bring uncertainty, is the 
effect of the new tariff, if, when, and 
how passed. It was this which first 
led to the shrinkage in the booking of 
orders by the steel companies and the 
general waiting attitude on the part of 
merchants and manufacturers. 

Now just how this combination of 
bearish factors will work out, no one 
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alive can say; therefore, no one can 
tell how low the market will go. This 
morning twenty standard railway 
stocks averaged 101.18 and twelve in- 
dustrials 72.34. Looking back over 
the big swings of the past ten years, 
you find that the highest for the rail- 
ways was 138 and the lowest 82. 
Therefore, the price 101 is 37 points 
from the top and 19 points from the 
bottom. In other words, they have al- 
ready traversed two-thirds of the dis- 
tance toward the low level of 82 made 
in 1907. The high for the industrials 
is 103 and the.low 43. The present 
price around 73 is therefore just about 
half way down to the low level of 1907. 
Allowing for the many changes in divi- 
dends, earning power and finances and 
prospects which have taken place dur- 
ing the past ten years, it is difficult to 
say whether these stocks will again 
equal the low levels which were then 
made because everybody tried to sell 
at once, regardless of price. 

But there is always a possibility that 
something will happen to relieve the 
situation. For example, if the market 
should become thoroughly liquidated 
before we begin to move the crops, and 
business slows down to such an extent 
that the commercial demand for money 
is greatly lessened, we may pass 
through the critical crop-moving sea- 
son in better shape than any one can 
now figure. 

With so many considerations, you 
can see the difficulty of giving definite 
advice just at this time. If, however, 
you wish to insure yourself against the 
market getting away from you, and if 
you are determined to buy on a scale 
down, paying for what you purchase 
outright, we would suggest the follow- 
ing general plan; but permit us to say 
that we do not favor scale purchases 
on margin. Too many people lose 
their entire capital that way. Pay for 
your stocks. 

Divide your money among thirty or 
forty different issues in which 

(1) There is no reasonable likelihood 
of receivership. 

(2) There are great 
powers. 

(3) Where 
promising. 


recuperative 


future prospects are 
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(4) Where financial condition is 
sound so far as one can ascertain. 
Then buy these stocks on what may 
be called a 5 per cent. scale (not a 5 
point scale), that is, if you buy your 
first lot on a 5 per cent. scale at 100, 
buy the second at 95, the third at 90, 
etc. In the case of an issue selling at 
150, your second purchase would be 
1424, the third 135, etc. On lower 
priced stocks you could use a 10 per 
cent. scale, which on stock at 30 would 
mean a purchase every 3 points. If at 
any time you are satisfied that the 
market has seen its worst, you can al- 
ways make the rest of your purchases 
at the prevailing prices. 

We suggest a wide division among 
these many different issues, because in 
the above mixture of unfavorable ele- 
ments, no one can tell just how a par- 
ticular company may be affected. 
Hence, ‘a varied selection of stocks in 
different lines of business, locatéd in 
different parts of the country, subject 
to different influences, would be best. 
Then if one or two go wrong, the ulti- 
mate profit on the remainder would 
more than make up the.loss. For this 
purpose and without going into detail 
as to our reasons for the above selec- 
tions, we believe the following list of 
stocks is suitable; but we can assume 
no responsibility for future develop- 
ments in the affairs of these companies 
which might cause us to revise our 
opinion of value and prospects. Some 
of these stocks are dividend payers, 
others are not. A goodly share of the 
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former will carry the latter. The is- 
sues selected are: 

ON THE NEW YORK STOCK EXCHANGE: 

American Can Common. 

American Smelting Common. 

American Telephone & Telegraph. 

Atchison, Topeka & Santa Fe. 

Atlantic Coast Line. 

Brooklyn Rapid Transit. 

Central Leather Common. 

Chicago, Milwaukee & St. Paul. 

Chino Copper. 

Consolidated Gas. 

Erie First Preferred. 

F. W. Woolworth. 

General Electric. 

Great Northern Ore Certificates. 

Great Northern Preferred. 

Guggenheim Exploration. 

Interborough-Metropolitan Pfd. 

Kansas City Southern Pfd. 

Louisville & Nashville. 

Mexican Petroleum. 

Pacific Tel. & Tel. 

Penfisylvania R. R. 

Pullman Par. Car. 

Ray Cons. Copper. 

Rwy. Steel Springs Com. 

Southern Pacific. 

Southern Rwy. Com. 

Southern Rwy. Pfd. 

Third Ave. 

Union Pacific. 

Utah Copper. 

Western Union. 

ON THE CURB: 

Alaska Gold Mines. 

Braden Copper. 

United Cigar Stores. 


Value of One-Eighth Point Fluctuations in Reading the Market 


N common with many others, the 
writer for a long while held the idea 
that so close a study of price move- 

ments of a stock as that contemplated in 
the keeping of a one-eighth point chart 
was useless and even harmful because 
confusing. This was because he did not 
at the time know how to use or read 
such a chart. 

As a rule it is not good policy to look 

too closely at the small price changes of 
a stock. That practice does lead to a 


confusion of the mind and is apt to 
prompt a trader to change his position 
too many times. But one can keep a 


_ Close chart and still use it properly, that 


is, use it to obtain a clearer view of what 
is going on. 

When the writer was a youngster he 
lived in a city which nestled at the foot 
of a good-sized hill. Following the usual 
business of male children of my age, 
playing ball and other sports, I romped 
and played on every vacant lot in the 
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city but I never obtained a thoroughly 
reliable sense of direction and location 
until one day a crowd of us boys climbed 
to the summit of that grand old hill. 

There beneath us lay the wonderful 
sight, the city we had lived in all our 
lives but had never seen until that happy 
day. How well I can recall how one by 
one, with expressions of ecstasy and de- 
light, we picked out all the old familiar 
places, the old schoolhouse, the depot, 
the city hall and the court house, and 
then at last we tried to make out the 
houses we lived in! And, of course, the 
most beautiful sight of all was the glori- 
ously graceful curve and sweep of the 
river that indolently wound its silvery 
course down the valley, dividing the city 
that nestled contentedly alongside its 
banks. 
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in an active stock the small chart shows 
a day or two or three of much work and 
volume within a one to three-point price 
range you may feel quite certain that the 
move is over for the time being, and 
very often it will be a good risk to take 
the other side for a turn. 

Studies along the above lines from the 
close price chart will be well repaid in 
profitable results. Taking the broad 
view of the small work is the proper 
method ; do not look too closely for fear 
that you see amiss. The human mind 
needs perspective. Take it. S. 





Ep. Note:—The best way to accom- 
plish this, if one really wishes to watch 
the one-eighth fluctuations at what he 
considers important turning points, is to 
use a Combination Figure and Volume 
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Watching the minute fluctuations of 
an active stock on the broker’s board or 
at the ticker could be likened to moving 
about the congested streets of a busy 
city. It is confusing. Keep a chart and 
look down as from the hillside. Noise 
and activity, rush and fever; then calm 
and quiet and a clear vision! 

Besides giving the minor points of 
support and resistance which may be of 
guidance in placing stops on trades al- 
ready in effect, close charts show very 
clearly most important culminating 
points of considerable moves. When 
after a move of from six to twelve points 


Graphic such as that presented herewith. 

In this graphic, each individual trans- 
action is entered separately in the next 
available space up or down in case of a 
higher or lower transaction, and in the 
first vacant space to the right when a 
transaction is at the same price as the 
previous one. The advantage of such a 
graphic is that one can study compara- 
tive volumes on any advance or decline 
or on any of the intermediate swings. 
The relative activity of a stock can also 
be judged by comparing the distance be- 
tween the vertical lines, reading the 
hours and quarter hours. 
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Comments on 





the Big Break 








DITOR THe MaGazIne oF WALL 

STREET : 

The break on Monday, June 2, 
sounded the death knell of any bull 
market which might possibly have 
been generating in the minds of cer- 
tain large operators. It meant that props 
which had been put under the market 
were kicked away. With the additional 
evidence furnished by the action of the 
market during the next few days, this 
formed a very good indication that ex- 
tremely low prices were coming. Of 
course, no one knew that the Minnesota 
Rate Case would add fuel to the flame. 

By this decision, a brand new situation 
is created, the results of which will be far- 
reaching. It will, therefore, take a long 
while for things to adjust themselves. 
Some very wealthy people have realized 
that, while prices are away down, there 
is a possibility that long stock liquidated 
may be recovered at much ‘lower levels. 
This doubtless accounted for the closing 
out of some very large lines of long 
stocks that have been carried for a year 
or two, the margin already deposited and 
the resources possessed being such that 
liquidation is by no means necessary. 
But it is apparently believed there is no 
reason to carry secuyities through a 
period of heavy liquidation, as the per- 
son who is long of money at the bottom 
will find himself in a much more favor- 
able position. 

* * * 

THE strength of Canadian Pacific at- 

tracted considerable attention, while 
other stocks were breaking at the rate of 
a point or two per hour. No doubt a 
number of investors, thoroughly disgust- 
ed with the situation in this country, 
have decided to take their money over 
the border, so to speak. At 215, Cana- 
dian Pacific nets less than 5 per cent.; 
but the Rights have been very valuable 
in the past. The high and low price 
of these Rights since 1902 have been as 
follows : 

CANADIAN PACIFIC “RIGHTS.” 


High. Low. 
14% 
7% 


Twelve-year average on mean price Pe 
additional per annum. 

If the investor had subscribed to all 
the new stock offered, instead of selling 
his rights, the new shares would have 
had a cumulative value. Dividend re- 
turn on the net investment would by 
this time be very large. 

* * * 
66S TANDARD OIL people bought 
stocks today for the first time in 
a long while,” said a prominent member 
of the New York Stock Exchange, on a 
day when the market was making new 
low levels. “They bought St. Paul, Con- 
solidated Gas; Reading and Steel. But 
do not let this influence you unless you 
have as much money as the Standard 
Oil crowd. I have seen them buy Amal- 
gamated on a scale from 60 down to 40.” 
* * * 
NEW YORK STOCK EX- 
CHANGE firm recently dis- 
solved because, it was said, business was 
dull as a result of “too much legislation.” 

It does not seem to us that this is the 
real reason. Legislation has had some 
part in restricting manipulative opera- 
tions; but it has not kept the public out 
of the market. The truth is Wall Street 
needs a new public every few years, as 
during these intervals those who are at- 
tracted to the “Street” by extremely low 
prices pyramid with their profits, and in 
the course of the next year or two, lose 
both profits and original capital. The 
big breaks constitute what is known as 
“house-cleaning times,” and as ninety- 
five per cent. of all traders operate on the 
long side such declines reduce the num- 
ber of participants in the market. 

In 1907 people broke into the market 
with their savings bank money and took 
away securities. In 1908 we had a gen- 
uine bull market. Since then the tops 
and bottoms of the big movements have 
come closer together as a result of cap- 
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ital concentration, and the desire of large 
interests to keep the market from run- 
ning away on the up side or going all to 
pieces on the down side. Nevertheless, 
we have had big enough swings to clean 
out most of these who were trading, 
even on liberal margins. 

At this writing, the declines are be- 
ginning to “get into” the strong boxes, 


and it is a question just where the liquid- 
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ation will end. But Wall Street must 
congratulate itself that the market is 
preparing for the entrance of a new 
speculative public, after which there will 
be more of the old-time activity. The 
proof of the argument that it is not leg- 
islation, but the lack of a speculative 
public which kills the brokerage busi- 
ness, will doubtless be forthcoming 
within the next few months. T. B. 





Suggestions to a Beginner. 


What suggestions could you make for a 
young man who is deeply interested in the 
psychology of the stock market, whose 
knowledge of the same is practically nil, but 
who wants to LEARN the business? Having 
only recently become interested, I am not yet 
even fully conversant with all of the terms 
employed, but I am ambitious to learn all 
that I can. Is there any chance for a “piker” 
of limited means, say about $1,000, to get 
into the game? If there is, I want to know it 
and would greatly appreciate any suggestions 
or criticisms you will make. I don’t want to 
speculate without fully knowing just what I 
am doing, because I would want to MAKE 
money, if such a thing is possible. A good 
customer of ours told me this morning that 
he knew you people well; that you were hon- 
est and reliable, and the right kind of people 
to deal with—also that you knew more about 
the fundamentals of the stock market than 
many others. He told me that he is giving 
your circulars to friends who he thinks may 
be interested.—G. 

The best suggestion we can make regarding 
your study of the psychology of the stock 
market is to purchase the book of exactly 
that title by our Mr. G. C. Selden. Particu- 
lars of this and other books are given in 
our catalog. The most valuable and practi- 
cal collection of material on this subject will 
be found in our bound volumes, some of 
which are out of print, but those still obtain- 
able are a mine of information on all phases 
of the investment and speculative proposition. 

We tell you this, not because we publish 
the volumes, but owing to the fact that the 
information contained therein is obtainable 
nowhere else. Some of the books which we 
publish separately—among them “The Psy- 
chology of the Stock Market,” previously 
mentioned—are included in these volumes. A 
very good dictionary which will explain many 
terms which you do not understand is “Money 
and Investments,” by Rollins. 

If you do not know the business of specula- 
tion or investment, . put your money in the 
savings bank, and add to it while you are 
learning. Spend a year or two studying; then 
make experiments on paper, using a definite 
method which has been approved by us, care- 
fully noting results. Be careful not to fool 
yourself by these results, and when you do 


start to make genuine transactions use the 
smallest amount possible so that your capital 
will not be impaired in case you lose, as you 
probably will. Do not get the idea that mak- 
ing money in the stock market is an easy mat- 
ter. It is the result of hard work and close 
attention to details. There is no high road 
to it. You may fall into something soft at 
times, but you will probably fall out on some- 
thing very, very hard at other times. 

On the other hand, if you wish to place 
yourself entirely in our hands by following 
the Trend Letter, there is no reason to think 
you will regret it. Those who have tried it 
write us that they have made more profits 
than losses. Telegraphic advices would of 
course be adyisable, as you live at a distance. 


Execution of Order. 


This morning I gave an order. to my brok- 
ers to buy 10 shares American Can common 
at 25%. The stock sold down to 25%, and I 
received a report that no 10-share lots were 
to be had between these prices. Will you 
kindly say if the above report is correct, as 
it does not seem quite right to me?—C. 

There is no good reason why the stock 
should not have been bought in accordance 
with your -instructions. If the order was 
placed with a reputable broker, it certainly 
should have been filled. As you are aware, 
there are brokerage firms without Stock Ex- 
change connections that claim to transact bus- 
iness under Stock Exchange methods, but 
they are practically bucket shops, and a cus- 
tomer who uses them must expect to pay the 
penalty from time to time. This shows the 
advisability of dealing with a Stock Exchange 
firm, or a direct correspondent of one. 


Collateral. 


G.—If you deposit a certificate of stock 
with a broker as collateral for margin it wil! 
be necessary for you to sign the transfer 
blank. The object of this is to make it avail- 
able by the broker in the event that he should 
be called upon to reimburse himself for an 
outlay to which his client failed to respond 
upon notification. It is customary in deposit- 
ing a certificate for stocks with a broker in 
this way, to attach a communication stating 
the circumstances under which the certificate 
is deposited. 














COMMENTS ON 


“Times” Averages—Error Corrected. 

In the June issue we said the Times aver- 
ages were begun in January, 1912. This was 
a slip of the pen—should have been Janu- 
ary, 1911. 





Typical Stock Market Campaign. 

Where can I find a typical bull and bear 
campaign described? I have the “Psychology 
of the Stock Market” and “A B C of Specu- 
lation,” but would like to get a more detailed 
and analyzed description covering the moves 
of leaders and specialties in a typical way, as 
we find them occurring during a series of 
years—not any particular year, but what is 
most apt to be found under average condi- 
tions.—V. P. 

We do not know where to refer you for a 
more complete description of a typical bull or 
bear campaign than you find in the early 
chapters of the “Psychology of the Stock 
Market.” We suggest, however, that you read 
the “Game in Wall Street,” by “Hoyle”; $1 
postpaid. This book was written by a market 
adviser who had considerable notoriety a 
dozen or more years ago. It cannot be ac- 
cepted as a text-book, as the writer looks upon 
the market as purely manipulation and does 
not take a broad view of the subject, but the 
book is worth reading, and will undoubtedly 
suggest some interesting ideas to you. 





The Scale Plan. 

Please let me know what you think of the 
scale plan of operating.—P 

The plan of operating to which you call at- 
tention would perhaps work to advantage in 
a trader’s market, but would be very poor in 
a bull market. In Volumes 8 and 9 of this 
magazine you will find three articles entitled 
“Averaging,” which cover the various plans 
of using scale methods. We will also take 
the matter up further in an early issue of the 
magazine. 





Margin Trading. 

I am now on the long side and have my 
stocks margined 20 to 25 points. I intend to 
keep such margins over 10 points. But if the 
banks should call loans, would my broker 
close me out even if my margins were suffi- 
cient? I wish an unbiased opinion.—A. C. 

The margin you name is a conservative one, 
and if you exercise proper precaution in your 
trading it should prove ample. 

In regard to the calling of loans by banks. 
we think you run practically no risk provided 
you are dealing with a brokerage firm of the 
proper standing and that your commitments 
cover securities that are acceptable collateral. 
If you are dealing in the right kind of stock 
the broker will have no trouble in taking care 
of his loans. 





“Net” and “Individual” Deposits. 
_ How can I get the Financial Graphic Serv- 
ice? Also please advise me how to obtain the 
per cent. of loans to deposits as given by the 
New York weekly statement. Should I use 
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the net deposits or the individual deposits? 
What are the net deposits and how obtained? 
I presume this ratio is always obtained from 
the individual deposits—W. M. 

The Financial Graphic Service can be or- 
dered through our book department. We are 
headquarters for all financial publications, 
etc., and will be pleased to receive your or- 
ders for anything of that nature you may 
require. 

You will find in this month’s issue of THE 

MaGaziIneE oF WALL Street, under the head- 
ing of “Essential Statistics Boiled Down,” a 
summary of the percentage of loans to de- 
posits of the Clearing House banks of New 
York City, and fhe National banks of the 
United States. In the summary of condition 
of all National banks, as issued by the Comp- 
troller, “individual deposits” are given in one 
item and “net deposits,” as figured out by the 
Comptroller, in another item. In the New 
York bank statement no such distinction is 
made. “Deposits” appear as a single item, 
and all percents are necessarily figured on this 
item. 
We believe you will find the “A B C of 
Banks and Banking,” by G. M. Coffin, an ex- 
cellent treatise to read on this matter. The 
work is inexpensive ($66 postpaid) and is 
carried in stock by our book department. 





Wants Instruction. 

I am after information much more than 
advice, and I have been thinking that in your 
organization there ought to be some one who 
would be willing to assume the title of Pro- 
fessor of Speculation, and who, for a con- 
sideration, would be willing from time to 
time to give us lessons in the difficult and in- 
teresting art. Something like this would hit 
me in the right spot, and no doubt lots of 
others would think the same, and before we 
knew it we would have a high school estab- 
lished. Something on these lines would be 
useful and interesting work.—H. 

A number of people have applied to us for 
instruction on the speculative art, but we have 
yet to take on our first pupil. In the first 
place, we have not the time, and in the second 
place it seems difficult for anyone to arrive 
at the exact value of such instruction. Grant- 
ing that many a scholar derives more from 
his lessons than his teacher ever knew, while 
others, no matter how thoroughly they were 
instructed, would never grasp the idea at all, 
you can see the difficulty in arranging the 
terms for tuition. Perhaps you can make a 
suggestion which would bridge the gap. 





He Goes at It the Right Way. 

I have a complete set of your magazine and 
numerous books that I have gotten from you 
at different times, and I wouldn’t be without 
them. I have been studying the market in 
my leisure time for two years and expect to 
begin trading soon in a small way. When I 
do, I will subscribe for your “Trend Letter,” 
as it looks very good to me. All that I know 
about the market I have THe Macazine or 
WALL Street to thank for.—J. W 
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Book Reviews 











The Value of Organized Speculation; by 
Harrison H. Brace. Cloth, 290 pp., including 
index, appendix, and eight diagrams. ( Hough- 
ton-Mifflin.) For sale by Ticker Pub. Co., 
price $1.60 postpaid. 

This is a new study of speculation upon the 
exchanges. It is written with the purpose of 
presenting both advantages and disadvantages 
with absolute impartiality in order that the 
net value of organized speculation as an eco- 


nomic and social factor may be truly esti- 
mated. 

The chapters on prices are exhaustive, and 
three separate tendencies characteristic of ex- 
change markets are particularly described and 
commented upon. Besides the direct effect 
upon prices, indirect effects are considered, 
such, for instance, as the facilities for hedging 
afforded by the speculative markets. 

Chapter headings are: Features of Organ- 
ized Speculation; Effect on Prices; Some 
Fallacies Considered; Indirect Effects; Moral 
and Social Value; The Alternative; Conclu- 
sion. 





Readers frequently ask to be referred to responsible brokerage houses. In making 


such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 


our own funds, but of course can take no further responsibility. 











The Figure Chart 








The following figure chart completes the chart on page 108 of the July, 1910, Macazine 


or WALL StreEET, down to date given below. 


It is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910. 
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*In order to condense the chart, only the last figure of each number is given. Thus 9 rep- 


resenting 119, etc. 








Essential Statistics Boiled Down 


| ‘HE figures below give a complete | comparisons for the corresponding month 











view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 





Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks  Clearing- Clearing- National National Month. 
cial Paper house house Banks. . Banks. 
New York. Banks. Banks. 
6 ‘ 98.7 sda ‘inde $34.54 
5% J 100.0 wont aie 34.56 
556 . 100.2 14.9 103.8 34.46 
4 . 96.3 16.3* 103.3* 34.61 
3% ; 95.7 17.1T 34.70 
4% ; 100.5 16.07 34.59 
3% 96.8 18.2* 35.01 


~ *April. March. 





New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports 
(000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
May, $14,101,959 $6,139,450 Ex.$61,126 
April, J 14,276,002 6,220,671 . $1, Ex. 53,620 
14,822,111 6,042,334 Ex. Ex. 19,682 
13,524,593 5,565,969 i i Ex. 23,338 
13,178,504 5,371,635 7 Ex. 12,245 
13,006,573 4,910,322 Ex. Ex. 7,262 





Bradst’s English Whole- Produc’n Price U.S. Produc- U.S St'l 
Index of Index of sale of Iron of tion of Cop- Co. Unfill. 
Commod- Commod- Price of (Tons.) Copper. per (Lbs.) Tonnage. 
ity Pcs. ity Pes. PigIron. (O000’td.) (Cents.) (O000’td.) (0000’td.) 
June, 1913 I 2,694 $14.25 cakes 15.0 Pe 4 cial 
May, ; 2,729 14.94 2,822 15.4 149,000 6,324 
April, Se 2,717 15.65 2,752 15.3 135,000 6,978 
June, ee ale 2,687 14.25 2,512* 17.2 126,000* 5,750* 
“19 2,540 13.44 1,893* 12.3 126,000* 3,113* 
2,411 14.85 2,390* 12.4 123,000* 4,257 
2,227 14.70 1,883* 13.2 118,000* 4,057 





Crop Conditions. 
————— a 
Babson’s 
Net Building Business Average 
Surplus Operations, Failures 10 Lead- 
of Idle Twenty Total Winter Spring ing R. R. 
Cities. Liabilities. Wheat. Wheat. Cotton. Bonds. 
June, 1913... 83.5 93.5 Sid 91.4 
May, 1913.. $15,575,667 91.9 sje 79.1 92.5 
April, 1913.. 51,346,957 19,424,939 91.6 bed we 93.5 
May, 1912... 59,434,952 14,076,671 74.3* 95.8* 78.9 97.3* 
" 42,663,880 14,160,206 80.4* 94.6* 87.8 98.3* 
51,775,655 11,463,882 80.0* 92.8* 82.0 97.4* 
66,211,000 13,812,440 80.7* 95.2* 81.1 101.9* 








The Situation Summarized 











[While an attempt is here made to divide the important factors into favorable and 
unfavorable, this classification is for convenience only. It should be fully recognized 
that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ROP in call money rates, and some 
sympathetic easing of time money, 
due to inflow of cash into New York 

bank reserves and to liquidation in stocks. 
This condition is largely seasonal, but none 
the less helpful. Government corporation 
tax July 1 will probably pull down reserves 
om but this effect will be temporary 
only. 


Bank clearings outside New York are 
still ahead of last year, and railroad gross 
earnings are maintained at large figures. 
Net earnings not so favorable, of course. 


Total indicated wheat yield of 744,000,000 
bu. would be practically a record-breaker. 
Condition of cotton is also good, with esti- 
mated increase of about 5 per cent. in 
acreage. Good crops are important this 
year, when new capital is scarce. 

Prospect of currency legislation seems to 
be improving, and it is believed that the 
position of the president and his advisers 
will be sound on this important subject. 


Copper situation continues satisfactory. 
World’s stocks are within 10,000,000 pounds 
of lowest ever recorded. General slowing 
down of business may hold price of copper 
in check, but it is clear that there is no over- 
production. 

Less tension between United States and 
Japan. California problem still unsettled, 
but no prospect of serious friction. 

The Balkan situation drags slowly along, 
with occasional reports of friction, but the 
Powers have matters well in hand and it 
seems certain that peaceful adjustment will 
be reached. 

Low prices for sound investment stocks 
and bonds certainly afford a good argument 
on the bull side now. The process of “bail- 
ing out” the market by the absorptions of 
permanent investors is a rather slow one, 
however. 

Liquidation in the stock market has to 
some extent relieved strain on capital and 
New York banks are now loaning more 
freely on commercial paper, although the 
rate is firm at 6 per cent. The old story— 
when business really needs the money it 
always takes it away from the stock market. 


Unfavorable 
non 20 Court decision on the Minne- 


sota rate case and other similar cases 

is an unfavorable factor, so far as 
present conditions are concerned. It is fully 
reviewed elsewhere in this issue. 

Frisco receivership was a surprise and has 
tended to shake confidence abroad in our 
securities, at a time when we could well 
have used any money that could be obtained 
from that source. 

Attorney-General McReynolds’ proposi- 
tion for a graduated tax on tobacco com- 
panies as a means of handicapping the 
larger for the benefit of the smaller seemed 
to show a return by his department to the 
policy of persecution and was decidedly 
alarming to the big financial interests. 

The slow progress of the tariff bill tends 
to hold business in check and the new rates 
will require a considerable readjustment 
by the lines of business which are affected. 

Fact that recent New York State loan 
brought only 4.8 per cent. basis is a vivid 
illustration of the urgent demand for capital. 
If the state of New York must pay 4.8 per 
cent. for its mon¢ey, what ought ordinary 
corporation stocks to sell for? 

Foreign demands for capital are even 
more acute. Recent offering of Prussian 
and Imperial German bonds was only half 
subscribed, and German 3 per cent. bonds 
are down to the lowest prices ever known. 
Similar conditions elsewhere. 

Dull real estate market and falling off in 
building operations, but prices of real estate 
still held at a relatively high level. 

Sharp falling off in U. S. Steel tonnage 
of unfilled orders. Daily shipments now 
running about twice new orders received. 
Lack of capital for new enterprises naturally 
checks construction, and this lessens con- 
sumption of steel. 

Liabilities of commercial failures in May 
were largest for that month since 1908. 
These have been running large all the year. 

Labor is restless and strikes are, as a rule, 
averted only by concessions. Conviction of 
Alexander Scott, the Paterson editor, on 
charge of “defaming the government,” has 
irritated labor all over the country, as it is 
considered an interference with free speech. 











The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








N order to get a clear understanding of 
the present condition of investment 
markets, it is necessary to estimate 

correctly the causes of the sharp break 
which followed the Minnesota Rate Deci- 
sion. The average price of the rails dropped 
to the lowest point since 1908. On Tues- 
day, the day after the decision, declines in 
some of the active stocks were almost sen- 
satiogal, though at no time panicky. 

The smash in prices was by no means 
entirely due to the decision, which really 
leaves things pretty much where they were 
before. The break was in large part the 
result of disappointment in Wall Street, 
where it had been generally believed that 
the Supreme Court would be practically 
compelled, by the very difficulties and com- 
plications of the question at issue, to take 
a more positive stand in favor of Federal 
authority over rates. When these hopes 
were dashed to the ground, a considerable 
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number of investors felt like giving up to 
despair. 

Attorney - General McReynolds breaks 
loose.—A factor in the situation which, | 
believe, had much more influence than has 
been currently attributed to it, was the At- 
torney-General’s proposal, apparently with 
the approval of President Wilson, to tax the 
tobacco companies in proportion to size. 
And the shelving of this astonishing pro- 
posal after a few days (during which, doubt- 
less, the president and his advisers had a 
chance to read the papers) was of no mean 
assistance toward the quick recovery of the 
stock market. 

The proposition to tax success and effi- 
ciency for the benefit of non-success and 
inefficiency can hardly be considered seri- 
ously by the American people—who favor 
fair play whenever they understand what 
fair play really is. But the fact that we 


have an Attorney;General capable of father- 


Notz.—The above graphic shows (in millions of dollars) the general course of the excess deposits 
and surplus reserves of New York clearinghouse banks (leaving out the trust companies), and the broad 


movements of standard railway stocks, 
to a non-seasonal basis. 


The upper zero line represents equality of loans and deposits. 
The principles on which the graphic is based and the exact method of con- 


equal to 25% of deposits. 


structing it are fully explained in the March and April, 


“Investing for Profit.” 


from 1902 to date. The 
The lines for surplus reserves and for the stock market are not thus modified. 


line for excess deposits has been adjusted 
The second zero line represents apres 


1913, issues of this magazine in articles entitled 
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ing such a proposal was alarming to capi- 
talists everywhere and in all lines of busi- 
ness. For the moment it looked as though 
Mr. McReynolds was trying to qualify as a 
leader of the Industrial Workers of the 
World, whose plan it is to get control of 
the big industries by the simple method of 
making them valueless so that their owners 
will abandon them. The idea was generally 
called “socialistic,” but the genuine Social- 
ists would be the first to repudiate the prin- 
ciple on which it is based. 

Foreign conditions. Another reason for 
the break was that the situation had been 
undermined by continued sales of stocks 
here by foreign holders. This created an 
unusually large floating supply and rendered 
the market vulnerable to the effect of bear 
news. In both London and Berlin the mar- 
kets have been glutted with new issues of 
stocks and bonds, so that underwriters have 
found themselves hung up, at least tempo- 
rarily with millions of dollars of securities 
which would ordinarily have been taken off 
their hands by investors. This condition 
has resulted in several important failures in 
London, and in the partial failure of the 
recent ‘offering of German government 
bonds. 

This has naturally caused falling prices 
abroad, and both underwriters and invest- 
ors have found it necessary to sell those 
stocks which have a good market in order 
to carry securities for which there has been 
at the moment almost no market at all. 
“Americans” were thrown over in large 
quantities, and New York was compelled to 
absorb these unwelcome offerings. 


This condition still hangs over us, and a 
considerable time must elapse before Eu- 
rope will be in any position to help finance 
a speculative account in American stocks. 

Union Pacific complications. Another 
thing that has left the market readily sus- 
ceptible to bear attack has been the fear 
that it may finally prove impossible to ac- 
complish the Union Pacific-Southern Pacific 
dissolution without turning the job over to 
the Government to handle. Such a result 
would certainly be depressing to contem- 
plate and it is to be hoped that some other 
<a may be found before July 1. 

All the above factors of weakness still re- 
main in force at this writing, except that 
the administration is reported to have prac- 
tically abandoned the progressive tax on to- 
bacco companies. But in several other di- 
rections more cheering developments are 
now visible. 

Call money easier. This is a season of 
the year when cash naturally piles up in 
New York banks, and this year a slight 
slowing down of general trade together 
with liquidation in stocks has resulted in a 
larger surplus than usual. As will be noted 
from the graphic herewith, bank reserves 
have been climbing steadily since March 1 
and are now the largest since January, 1912. 

This condition has led several of the 
largest New York banks to reduce their call 
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loan rates. They are also loaning more 
freely on commercial paper, though so far 
the rate on the latter is held firmly at 6 per 
cent. The adoption of this policy has re- 
lieved the minds of many investors who had 
previously felt that these banks must be 
holding their large reserves against the 
probability of a stringency in the fall. The 
change was made at a time when prices had 
had an extreme decline, and a considerable 
short interest scrambled hastily to cover. 

This accounted in part for the quick rise 
from bottom prices. But there was also 
some investment demand, as shown by the 
disappearance from brokers’ boxes of a part 
of the over-supply of stock certificates 
which had been previously noticeable. Bar- 
gain hunters could not be said to be out in 
full force, still there were many of them in 
the market, especially for small lots. 


July cash requirements. The graphic 
shows a sharp drop in reserves about July 
1, 1911, and July 1, 1912, amounting to 
$35,000,000 or $40,000,000. This was chiefly 
due to the corporation. tax, which went into 
force in 1911. In that year a big break in 
the market followed, due mostly to sales by 
foreigners on the war scare. It is doubtful 
if the decline in reserves had much effect, 
as all bankers understood that it was tempo- 
rary. In 1912 the general upward movement 
of prices was perhaps retarded by this loss 
of cash. This year enough cash has evi- 
dently been accumulated for the purpose 
and I see no logical reason why prices 
should be seriously affected by this factor. 


Excess of deposits over loans in New 
York clearinghouse banks (not including 
trust companies) is now over $17,000, 
but this is entirely due to merely seasonal 
conditions. The non-seasonal line, as 
shown on the graphic, has just returned to 
the zero point, which represents equality 
of loans and deposits. This does not rep- 
resent a sufficient accumulation of capital 
to finance a bull market. The Comptroller’s 
report for all national banks as of June 4 
will show better cash reserves than on April 
4, partly but not entirely as a result of sea- 
sonal conditions. Crop reports so far indi- 
cate that a heavy movement will have to be 
financed this fall, but the degree of money 
stringency resulting will depend largely on 
European conditions. 


Berlin banks, at this writing, are bidding 
6 per cent. at New York for two months’ 
loans. This period would not only cover 
the July settlements, when high rates might 
naturally be expected, but would carry over 
to Aug. 20, ordinarily a time of easy money. 
It is clear, therefore, that German bankers 
do not expect any important clearing up of 
conditions there for some time to come. 
Our continued large exports might give us 
command of money from abroad this fall 
under more favorable conditions, but ap- 
parently the tension in European markets 
will prevent us from getting foreign assist- 
ance. 





